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Working Remotely: 
Team Empowerment & Engagement to Survive then Thrive 

Think about….Write down

• Where am I now? (Survival, Recovery, Thrive) 
• Where do I want to be? (Ultimate” Business Goals)
• What are the “wildly important” immediate business goals 

during/after COVID-19 for you and your employees? 
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1.   Survival Mode:

• Based on groups of people in close proximity 

and/or revenue generation from commuters, 

shoppers, or tourists 

• Significant alterations or creation of an entirely new 

business model 

• Sample Questions: What percentage of consumers 

continue socially distancing, and for how long? How 

will State and Federal guidelines affect the number 

of customers that can enter my business? 



CEO  Accelerator Webinars: Reliable. Relevant. Remote.  

www.marylandsbdc.org/accelerator www.marylandsbdc.org/covid-19-assistance

CEO  Accelerator Webinars: Reliable. Relevant. Remote.  

www.marylandsbdc.org/accelerator www.marylandsbdc.org/covid-19-assistance

2.   Recovery Mode:

• Directly or indirectly tied to the consumer-based 

spending economy, considered essential businesses, 

and/or revenue was reduced by 40% or less.

• Pivot of their business model as the economy 

rebounds 

• Sample Questions: What is the overall reduction in 

spending, and in what areas? How long will the 

economic slowdown continue? What industries 

impacted the most and least?
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3.   Thrive Mode: 

• Not affected by social distancing, 

spending has increased in their industries. 

• Plan and manage the growth to not implode and 

acquire financing

• Sample Questions: How do I scale? How can I grow 

and not be accused of profiteering? 
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Look Beyond the Crises: 
Re-Open D.O.O.R.S to Make Money in the New Economy - 6 Keys 

Key #1: OPEN Your Mind – Think to Win
Key #2: Dream – More Time & Money
Key #3: Opportunities – Build on Those You Can Convert
Key #4: Obstacles – Address Those You Can Control
Key #5: Resources – Utilize Those You Have Now
Key #6: Steps – Take Daily in Faith

Open YOUR mind, use the keys to turn a desire into reality—
affirm YOUR Dream, understand the Opportunities & Obstacles, 

identify Resources, and take Steps (existing, new, or different) in faith!
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“You're the same today as you'll be in five 
years except for the people you meet  
(Mastermind Group) and the books you read 
(Virtual Board).” 
― Charlie “Tremendous” Jones

http://www.goodreads.com/author/show/403392.Charlie_Jones
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The Hogan Administration’s COVID-19 

Response
https://governor.maryland.gov/coronavirus/

Maryland Coronavirus 

(COVID-19) 

Information for Business
https://govstatus.egov.com/md-coronavirus-business

State Procurement

Emergency Contracts & Suppliers List
dgs.emergencysuppliers@maryland.gov

https://governor.maryland.gov/coronavirus/
https://govstatus.egov.com/md-coronavirus-business
mailto:dgs.emergencysuppliers@maryland.gov.
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https://www.centerforhealthsecurity.org/our-work/publications/operational-toolkit-for-businesses-considering-
reopening-or-expanding-operations-in-covid-19

https://www.centerforhealthsecurity.org/our-work/publications/operational-toolkit-for-businesses-considering-reopening-or-expanding-operations-in-covid-19
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Working Remotely: 
Team Empowerment & Engagement to Survive then Thrive 
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AND MORE!



Keeping Our Companies
HEALTHY & CONNECTED
When the World Shuts Down

How to support the business owners, their families and their teams as

we navigate this unknown together



Get Creative in Creating Community.

CONNECTION  is  the  

Name  of  the  Game

Our hopes and prayers are that you, your family and your

business will be impacted as minimally as possible as we

navigate our way through the COVID-19 pandemic.

 

This is a resource for business owners and managers looking for

where to focus their attention and ways to take care of their

people.



Don't Just Keep Your Company Alive, Keep it Healthy

Here are Some Places to Look:

Your energy

matters more

than ever. How

are you taking

care of

yourself?

Self

Create

connection,

stimulation, and

support.

Team Clients Sales "Normal"

Create regular

check-ins if

appropriate. Be

of service.

Closing new

business is not

impossible. 

What do you

need to line up

NOW for when

things are full

steam again?

1 2 3 4 5



Taking Care of Yourself & Your People

A Healthy Cheat Sheet:

Learn something

new, read a great

book, or take on

something creative

such as crafting

Mental  

Well-Being

01 02 03 04 05

Let It Out (Feelings):

 

Scream into a pillow,

journal, talk it out

with someone 

Emotional

Well-Being

Create a contest for

how many work days

in a row your team

can do at least 15

minutes of exercise

Physical

Well-Being

Make “Bare Bones”

budgets: 

 

What does my

company need to

survive? My people?

Financial

Well-Being

Whatever this is for

you-prayer, silence,

etc. 

 

Use your commute

time to take this on

Spiritual  

Well-Being



STAYING  CONNECTED

VIRTUALLY

Create

Community

Choose a virtual platform

that will help your team

stay engaged and

stimulated.

Some How To's and

Good Reminders

Unite  on  a

Common  Vision

If your team doesn't

already know the

company's mission

statement, this is the time.

Maintain  Some

Normal

Don't forget your regularly

scheduled meetings and

training sessions. Keep

those on the calendar.

Remember  to

Add  Fun

Allow time for jokes,

sharing, getting to meet

each other's pets,

whatever will add levity.



STAY CONNECTED

You and your team are the engines that drive your

business forward. Use these suggestions to keep

your tank full of fuel and notice how it impacts

production. We're here to be of service so contact

us here for more resources:

 

https://carbocoaching.com/

Website

mick@carbocoaching.com

Email Address



Connecting With Your Team 
While Working Remotely

Matt Baker, Chief Adventure Officer
Terrapin Adventures
Savage, MD 20763

301-725-1313
info@terrapinadventures.com



About Matt & Terrapin Adventures

• Terrapin Adventures has worked with over 
3,000 groups over past 11 years using the 
power of play to improve relationships & 
improve job performance.

• Matt has worked in experiential education 
world past 15 years and has 40+ years 
experience improving team performance 



Pros and Cons of Working Remotely

• Pros:  Some people can be very productive 
without distractions

• Cons:  Many people miss interactions, lose 
focus, and are not engaged



In Age of Working Remotely Teams 
Need To Connect

• Video conferencing can help teams 
communicate

• By itself, video conferencing has limited 
effectiveness



How to Use Team Building 
Techniques via  Video Conferencing
• Keep meeting less than 90 minutes to 

minimize video fatigue 

• Provide agenda ahead of time

• Have definitive leader of meeting

• Make session interactive

• Keep ratios low through use of sub-groups

• Make it fun & get people moving

• Mute attendees unless speaking



Helpful Teambuilding 
Techniques

• Use polling

• Ask for feedback during meeting

• Read the room (screens) to see if your being 
effective and if not pivot to gain audience

• Get people to talk to each other and not just 
back and forth to meeting facilitator



Getting To Know Each Other 
Builds Trust

• Where are people from?

• What do they have in common & how 
different?

• Finding out likes and dislikes helps people 
interact?

• Understanding what makes people tick 
(Personality profiles) helps improve 
interactions



Getting to Know You Example

Have you ever (raise your hand if yes)

a. Driven on the wrong side of the road?

b. Forgotten your significant other’s name?

c. Pretended you did something you didn’t 
actually do?

d. Talked baby-talk to a pet?



Ice Breakers To Get To Know 
Each Other Example

• Stand if you…

a. Have ever been out of the country

b. Have run out of gas while driving

c. Played a sport on a team

d. Sang in the shower

e. Have ever cried at a movie



Sharing Shows Vulnerability and          
Makes People More Approachable

• Request help with problem you are having

• Cool idea

• Share a success story

• Isn’t that Wacky



Communication Exercises

• Importance of verbal and non-verbal

• Timing is everything that packaging isn’t

• Packing is everything that timing isn’t

• Specificity and point of view are oh so 
important

• Styles of communicating and leading

• Active listening

• Put you pen on your chin



Communication Exercise Example

• Pick up your pen and do what I say



Problem Solving Exercise Example

• Word Problems:  Have teams arrange the all 
following words so they make two-word 
phrases that make sense.  The last word of the 
phrase becomes the first word of the next 
phrase

• Band, Class, Force, Back, Age, Work

• Answer: Back-Band, Band-Age, Age-Class, 
Class-Work, Work-Force



Creativity Exercise Example

• Tell me a fantasy story for 30 seconds and 
when I say so next person picks up story line.  
Periodically I will say switch and next person 
has to change theme, characters, story line



Improving Collaboration

• Whose in charge

• Roles and responsibilities

• Importance of hand offs

• Being open to other points of view

• Developing buy-in



Collaboration Example

• Break up into teams of 6 or less and take the 
word “INTRODUCE” and see how many 2-4-6-
8 words you can make from these letters.



Importance of Reflection

• Games and exercises are fun but so what?

• Team building is playing with a purpose

• What worked and what was challenging and 
why?

• What did you notice, how did you feel, what 
did you learn?  What would you do 
differently?

• How does this relate to what happens at 
work?



You Can Learn A lot From Geese



How Team Building Improves 
Performance

• Fun makes people receptive to learning

• Games and exercises act as proxies for real life

• To get links to some free exercises to try with 
your team, email me 
info@terrapinadventures.com

mailto:info@terrapinadventures.com


Team Building with Terrapin 
Adventures

• At our Adventure Park in Savage Mill

• At your location, hotel, or conference center

• Virtually via video conferencing

• Web site: 
https://www.terrapinadventures.com/team-
building-activities-inside-outside/

• Contact info:  Matt Baker

• Phone: 301-725-1313

• Email: info@terrapinadventures.com
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Relationship

Look at Goal
Interested: lean forward – even virtually
Silence: only reflective 
Thoughtful: avoid distractions
Expression of other’s feelings
No Advice, unless requested

3:36:18 PM



CEO  Accelerator Webinars: Reliable. Relevant. Remote.  

www.marylandsbdc.org/accelerator www.marylandsbdc.org/covid-19-assistance

Can Buy Someone’s Back, Can’t Buy Someone’s Mind
People Have Choices

People Must Volunteer to Make Contributions  

Economic Era Start Date Asset

Hunting / Gathering Age Beginning Animals / Bushes

Agricultural Age Middle B.C. Land

Industrial Age 1492 Plant, Property, Equipment

Information Age 1989 People

Whole Person Paradigm 
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Healthy + Happy = Helpful

Zig Ziglar

Where are You? Where are Your Employees?
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4 Vehicles
3 Months
9 Exposures

20

Baby Boomers
3 Vehicles
3 Months
7 Exposures

Generation Xs
4 Vehicles
3 Months
9 Exposures

Millennials 
4 Vehicles
3 Months
15 Exposures
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D
Dominant

I
Influential

C
Caution

S
Steady

Active: Out Going / Fast Paced 

Passive: Reserved / Methodical
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Dominant
Direct

Demanding 
Determined 

Decisive

Influential 
Inspiring
Inviting

Interacting 
Interested

Caution
Compliant

Correct
Calculating
Concerned

Steady
Stable

Supportive
Shy

Status quo

Out Going / Fast Paced 

Reserved / Methodical
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Dominant

Jump In

Influential

Fun Activity

Caution

Rules / Safety

Steady

Safe Activity

Out Going / Fast Paced 

Reserved / Methodical
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D I

C S

Out Going / Fast Paced

Reserved / Methodical
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Quick to Adopt; Quick to Abandon
18-36 Months Need Change 

Slow to Adopt; Slow to Abandon
37-60 Months Need Change 
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• A Guide to Managing Your (Newly) Remote Workers
• Coronavirus Could Force Teams to Work Remotely
• 8 Ways to Manage Your Team While Social Distancing
• 15 Questions About Remote Work, Answered
• Stop Neglecting Remote Workers
• 5 Questions That (Newly) Virtual Leaders Should Ask Themselves
• A Study of 1,100 Employees Found That Remote Workers Feel 

Shunned and Left Out
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Why Good Leaders Make You Feel Safe by Management theorist Simon Sinek (TEDtalk)

Try a Self-Compassion Break: Explore this informal mindfulness practice to foster a sense of connection and 
belonging by FOUNDATION FOR A MINDFUL SOCIETY

Principles
30 Human Relations 
30 Handling Worry & Stress
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Upcoming Webinars
www.marylandsbdc.org/accelerator

www.marylandsbdc.org/covid-19-assistance

Past Webinars & 12 Modules of Content 

http://www.marylandsbdc.org/accelerator
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Working Remotely: 
Team Empowerment & Engagement to Survive then Thrive 
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Questions?



Building Relationship by Communicating to 

Their Personality - Using DISC  

 
 

 
 
 
 
 
 

Excerpt from  

CEO Accelerator 
 

How to Change the Game to Win  
 

 Facilitated By Russell C. Teter III  

 

 
 

www.marylandsbdc.org/accelerator 

http://www.marylandsbdc.org/accelerator


 
Definition of a  

CEO Accelerator 
 

CEO Accelerators Win by Having the Energy within to Change the Game, 
Undertake a Cause that Inspires Dreaming, Have the Courage to Ask 

“What If” and “If When” and Possess the Faith to Act Daily. 
 

 
“One sound idea is all that one needs to achieve success.”  

Napoleon Hill – Think & Grow Rich 
  

 
 

6 Keys that  

Open D.O.O.R.S  
to Success 

 
“WHEN RICHES BEGIN TO COME THEY COME SO QUICKLY, IN SUCH GREAT ABUNDANCE, THAT ONE 

WONDERS WHERE THEY HAVE BEEN HIDING DURING ALL THOSE LEAN YEARS.”  
Napoleon Hill – Think & Grow Rich 

 
 
Key #1: OPEN Your Mind – Think to Win 
Key #2: Dream – More Time & Money 
Key #3: Opportunities – Build on Those You Can Convert 
Key #4: Obstacles – Address Those You Can Control 
Key #5: Resources – Utilize Those You Have Now 
Key #6: Steps – Take Daily in Faith 
 

Take Steps Today that Build on 
Your Opportunities, Address Your Obstacles, 

Utilize Your Resources to Reach Your Dream of 
More Time & Money 

 

 

 



 

Building Relationship by  

Communicating to Their Personality 
  

Mandatory and volunteer social distancing is our new normal, which has created a "New Economy," a 

completely different economy both during and after COVID-19. CEOs need to create a modified or 

even a new profitable and sustainable money-making model for this NEW Economy.  

 

To survive then thrive, CEOs must do three things: 

1. Follow those spending money (money doesn't evaporate, it just moves)  

2. Solve known problems in the New Economy, better, faster or cheaper than others 

3. Communicated their way (those that are spending money)  

 

Social distancing has changed the behavior of people, both buying behavior as well as their working 

behavior. Your Employees/Subcontractors are your most significant resource. We always needed 

to treat people as a "Whole Person" for empowerment and engagement, but in this social distancing 

world, it is even more imperative. Watch this video: 

 

YouTube: The Whole Person Paradigm  

 

One of the critical aspects of the "Whole Person Paradigm" is how to communicate has changed. We 

prefer to communicate with people our way, based on our style. It's easier to talk our way. It's hard 

work to converse the way another person wants to be.  The more we approach people their way, the 

more successful we will be, this is true if they are our customers or employees. The more we are 

willing to do the hard work to determine their way, the more likely we are to survive then thrive.  

 

With customers and employees, we need to "Play Chess Not Checkers." What is the difference 

between chess and checkers? In checkers, every piece is the same, moving in one direction. Winning 

requires little strategic thinking.  In chess, each chess piece has a unique characteristic, each with 

different strengths and weaknesses.  

 

Winning in business requires much strategic thinking for each piece to be placed in their strength and 

protect their weakness. Your employees and subcontractors have their strengths and weaknesses. 

Winning requires you to open your mind and think about how to use your people to win. Are your 

people aligned to win or lose? Visualize being a chess piece yourself on a game board, working in the 

business. From that point of view, you at best see the pieces immediately around you. You cannot see 

everyone and how there alignment with the pieces around them. From that vantage point, you are 

entirely guessing.  Winners Don't Guess, They Think. To win, you must, at times, remove yourself 

as a chess piece (from the business) and think strategically from the vantage point of seeing everyone 

on your team, customers, and your competitors. From a sales perspective, we try to close a sale before 

the sale is even open.  

 

When you communicate, make sure you are from their personality, learning style, generation, and 

place. For example, don't send a 75-year old Facebook message. It might be easy for you, but it is not 

the "Place" most 75-year olds hang out.   

 

https://youtu.be/tuxghgT4168


A tool to determine someone's personality and how to best approach and communicate with them is 

using the DISC personality profile. DISC is a system designed by the American Psychologist, Dr. 

William Moulton Marsden. It places people into one of four different personality types;  

 

D – Dominant     I – Influential      S – Steady      C – Compliant.  

 

Using DISC is one tool, not the only tool.  

 

The DISC personality profile is a personality analysis used to predict the behavior of individuals when 

they are on their own and with others. Use this information as basic communication guidelines when 

attempting to build relationships with clients, employees, and partners. All of these are very general 

statements. Each person has some of all four styles within them, but people have a dominant 

personality.  

 

"D" is both "Task" oriented and "Active: Out-Going / Fast-Paced." These Dominant individuals like to 

be in control. Other words to describe them are Direct, Demanding, Determined, and Decisive. They 

are confident, outspoken, and say what they feel. It can be difficult for them to follow something to its 

end. They feel a great need for lots of activity. They prefer to receive an outline of how to be 

productive. They won't come back asking for the details on how to do something. A "D" does not inter-

act well with others. They give orders and like to take control. They can often busy. They want to 

achieve, produce, get lots done, and work hard and long hours to make money. More multi-

millionaires are "D's" than any other personality type, mainly because they get in and have a go and 

just try something. And they keep on working with significant effort. They also don't try to do 

everything on their own. They delegate. "D's" like to be leaders. They like to do what no one else is 

doing. They want to be innovative pioneers.  

 

The best way to communicate with them is to tell them what they need to be more productive, 

profitable, and successful as a leader of others. Respect them and never make them feel inferior. They 

need to respect you. Most importantly, they need to be confident that you can deliver what you say you 

can. You must give them facts and reasons. Also, don't try to be too friendly with them. They want a 

summary of any features. They don't need details; going over more information annoys them. Give a 

brief outline of different things showing the logic of it all. They want to be productive, so tell them 

what you will help that cause. Tell them they will be more successful with the solution you are 

offering. That's what they want to know. Give them better answers or ways of doing things. Be blunt if 

you have to; they don't mind, and they don't care – but only if they have your respect. A pro is that they 

will generally adopt, agree, or adapt quickly, but a con is they will rapidly abandon to move on to 

something else.  

 

"I" is both "Out-Going / Active: Fast-Paced" and "People" oriented.  These Influential individuals like 

to have fun and be popular. Other words to describe them are Inspiring, Inviting, Interacting, and 

Interested. You can recognize them by their friendly and amicable manner. They want to be people's 

friends. "I's" don't like to get into too much detail as they don't find that fun. They like to work with 

others in a changing environment. "I's" can be recognized by their likable disposition. They look you in 

the eye and usually use many tone changes in their voice. An "I" will respond swiftly because they 

think you're like them, so they'll let you know by giving you a friendly response. They will probably 

want to do what is popular and like to do new things. However, this won't appeal to them unless a few 

people tell them to do it, and it seems popular.  

 



Listen to them about how they interact with employees. Their personality can cause challenges in 

managerial positions because they won't want to put people off or make changes that will make them 

unpopular with other team members. They don't want to do anything that seems like detailed work that 

will take up lots of their time. If it seems boring to them, they won't want it. When talking about 

something new or different, the best thing you can say to them is it will be a lot of fun. So be happy 

and spontaneous. Get chatty at the start, during the middle, and the end of a meeting. They will 

sometimes want to go off on a tangent. Let them do most of the talking. They love to talk about 

anything, especially other people. Be their friend. Talk about what you think and feel is best for them. 

Be sincere. Be like them, and they will love you. Similar to a "D," they will generally adapt quickly, 

but they will leave to move onto something new and exciting.   

 

"S" is "People" oriented but "Passive: Reserved / Methodical." These Steady individuals don't like to 

rush things.  Other words to describe them are Stable, Supportive, Shy, and Status-quo. When 

everyone else is stressing out, they remain calm. All personality types well like them because they are 

friendly, easy-going, and harmless. People admire their gentle disposition. They just get in and get the 

job done, although usually not at a high pace. They are harder to communicate to than the "D" or "I." 

Unlike "D" and "I," they like to be steady in their decision-making. They don't want to rush anything – 

they like to take their time in reaching a decision. They don't like pressure or pushy people. They will 

be slower in adopting, but be more hesitant to abandon. You need to be their friend and build genuine 

rapport with them. Be reserved like they are. Be casual. Outline what you want them to do, and then 

give details. Give them data to make a decision and tell them they need to make it soon.  

 

Don't expect quick decisions, however. Explain at the start if you can give them everything they want 

and expect today, and you both agree it's the best thing, then you'll outline the steps needed to get the 

process underway. Then ask if it's OK to do that? Get them to commit to making a decision. 

Sometimes an "S" won't make any decision at all during a day. Be firm in wanting a decision soon (or 

today), but don't be pushy. Be reserved like they are. The "S" doesn't like change, so tell them your 

solution won't involve any significant changes. Tell them it's a pleasant slow process. Give them plenty 

of eye contact. Build rapport and be their friend.  

 

"C" is "Passive: Reserved / Methodical" and "Task" oriented. These Compliant individuals collect 

data, facts, and figures. Other words to describe them are Compliant, Correct, Calculating, and 

Concerned. "C's" like to do things correctly. However, they don't reference their standards to others 

(which would be valuable to them because then they would learn that their standards are much higher 

than everyone else's.) They often create stress in their lives by this ongoing striving to live up to their 

perfect standards. They can miss out on seeing the big picture as they can get stuck on the details. "Cs" 

aren't that friendly in communication with other people, especially non-family and -friends. They 

virtually never rush into anything, especially without considering all the facts, data, and graphs. Don't 

rush into doing things, as they feel their way is nearly always the best. They like to plan things out 

before lifting a finger. Conditions usually have to be perfect before they proceed.  

 

Communicating with a "C" can be challenging. A "C" can be very skeptical of anyone who says they 

need something because they often feel what they already have is good. They can often resist change 

because they have their way of doing things. They won't consider deciding unless the facts are valid, 

and there are lots of them. Be prepared to spend much time with them. They will ask a hundred ques-

tions and procrastinate because they will be wondering whether they've covered every detail. They will 

be wary of anyone offering advice or better solutions because they have found how to do things 

without anyone's help, and a new system will mean they'll need to re-learn. They're much happier 



doing what they already know how to do. So give them as much data as you can. And give it in a 

graph, table, or essay format. They don't care if you are their best friend. They always consider the 

facts first. Don't expect a "C" to make a quick decision. They like time to think. So give it to them. 

Talk about facts backed by logic. Get back to them another day only if you tell them you've given them 

everything they need to make a decision. If you tell them you have a way of helping them do things 

better and more efficiently, you will get their attention. Anything that improves their standards or 

efficiency they will love.  

 

You and your staff could take a DISC Personality profile from a certified vendor and receive a full 

report. Giving your customer's a test is typically not an option. A simple approach to assess someone's 

DISC Personality is to visualize these four personalities (D, I, S, and C) walking into a swimming pool 

area. The "D" is going to jump into the pool--the purpose of a pool is to swim.  

An "I" is immediately going to organize a fun activity, such as a volleyball game, to get everyone 

involved. An "S" will want to play volleyball, but make sure everything and everybody is safe first. 

The person that announces the pool safety rules is the "C."  

 

A technique is to think: based on what I know about the person, what would they do if they walk into a 

swimming pool area. Based on that answer, it begins to inform you how to communicate with them. 

Then listen to how they are reacting to information and adjust accordingly.  The key is to start with 

what you know about them and listen. All people, regardless of their personality, seek first to be 

understood. Once people feel understood, they are more willing to understand.  

As the Greek philosopher, Epictetus quotes, "We have two ears and one mouth so that we can listen 

twice as much as we speak." The steps to build relationships spells the acronym, LISTEN 

 

Look at Goal 

Interested: lean forward – even virtually 

Silence: only reflective  

Thoughtful: avoid distractions   

Expression of other's feelings 

No Advice, unless requested 

 

A summation of the DISC profile, watch:  

 

YouTube: How DISC Profiles Can Behave In Real Life 

 

Remove yourself from your business to see the company you want to create in this New Economy. 

Focus on that dream, and you will amazingly begin to recognize the customer you need to realize that 

dream. See what your people can do for your business, not neccasialy what they were hired to do. 

Listen to your customers and employees and communicate with them as a whole person.  

 

 

 

       

https://youtu.be/PquFBAskYjs
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To capture lasting, profitable results that drive long-
term growth for organizations, everyone on a team 
must be competent, passionate and committed. At 
Dale Carnegie, we invigorate employees by drawing 
out their natural strengths, building the courage 
and confidence they need to take command of their 
role and achieve the unexpected. And as we help 
individuals excel, they gain the trust and respect 
of the people around them, creating a culture that 
works at all levels of an organization. 

We set teams in motion and help entire 
organizations reach new heights, powered by the 
unique talents of the individuals who work there. 

For more than 100 years, we’ve helped companies 
of all sizes generate revenue, increase productivity 
and reduce costs by revealing their bright and 
resourceful workforce. Today, we continue to cross 
borders and generations, showing people how to tap 
into the best parts of themselves to create positive 
change.
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Dale Carnegie 
1888-1955 
Founder

One man’s belief in the power of self-transformation 
became a springboard to millions of success stories 
for more than a century. Stories of unforeseen 
confidence, unexpected team cooperation and 
unprecedented business results show just how 
powerful a commitment to personal growth can be. 

Dale Carnegie’s own story is equally surprising. 
Born into poverty in the small town of Maryville, 
Missouri, where he worked on the family farm, he 
grew up to be one of the most compelling speakers, 
revered business leaders and best-selling authors 
in the world. More than 50 million copies of Mr. 
Carnegie’s books such as How to Win Friends and 
Influence People and How to Stop Worrying and 
Start Living have been printed in 38 languages. As a 
result, more than 8 million lives have been inspired 
by his timeless values and practices.  
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Principles from How to Win Friends 
and Influence People

Become a Friendlier Person
1. Don’t criticize, condemn or complain.

2. Give honest, sincere appreciation.

3.  Arouse in the other person an eager want.

4. Become genuinely interested in other people.

5. Smile.

6.  Remember that a person’s name is to that 
person the sweetest and most important  
sound in any language.

7.  Be a good listener. Encourage others to talk 
about themselves.

8. Talk in terms of the other person’s interests.

9. Make the other person feel important       
 – and do it sincerely.
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Win People to Your Way of Thinking

10.  The only way to get the best of an argument is 
to avoid it.

11.  Show respect for the other person’s opinion.  
Never say, “you’re wrong.”

12.  If you are wrong, admit it quickly and 
emphatically.

13. Begin in a friendly way.

14. Get the other person saying, “yes, yes”   
 immediately.

15.  Let the other person do a great deal of the 
talking.

16.   Let the other person feel that the idea is his 
or hers.

17.  Try honestly to see things from the other  
person’s point of view.

18.  Be sympathetic with the other person’s ideas  
and desires.

19. Appeal to the nobler motives.

20. Dramatize your ideas.

21. Throw down a challenge.
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Be a Leader

22. Begin with praise and honest appreciation.

23. Call attention to people’s mistakes indirectly.

24. Talk about your own mistakes before   
 criticizing the other person.

25. Ask questions instead of giving direct orders.

26. Let the other person save face.

27.  Praise the slightest improvement and praise  
every improvement.  Be “hearty in your 
approbation and lavish in your praise.”

28.  Give the other person a fine reputation to live  
up to.

29.  Use encouragement. Make the fault seem  
easy to correct.

30.  Make the other person happy about doing the  
thing you suggest.
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Principles from How to Stop Worrying  
and Start Living    

                

Fundamental Principles for  
Overcoming Worry
1. Live in “day-tight compartments.”

2. How to face trouble:

 a.   Ask yourself, “What is the worst that can 
possibly happen?” 

 b. Prepare to accept the worst.

 c. Try to improve on the worst.

3.  Remind yourself of the exorbitant price you 
can pay for worry in terms of your health.
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Basic Techniques in Analyzing Worry

1. Get all the facts.

2. Weigh all the facts – then come to a decision.

3. Once a decision is reached, act!

4. Write out and answer the following questions:

 a. What is the problem?

 b. What are the causes of the problem?

 c. What are the possible solutions?

 d. What is the best possible solution?
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Break the Worry Habit Before It Breaks You

1. Keep busy.

2. Don’t fuss about trifles.

3. Use the law of averages to outlaw your worries.

4. Cooperate with the inevitable.

5.  Decide just how much anxiety a thing may  
be worth and refuse to give it more.

6. Don’t worry about the past.
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Cultivate a Mental Attitude That Will Bring  
You Peace and Happiness
1. Fill your mind with thoughts of peace,   
 courage, health and hope.
2. Never try to get even with your enemies.
3. Expect ingratitude.
4. Count your blessings – not your troubles.
5. Do not imitate others.
6. Try to profit from your losses.
7. Create happiness for others.

The Perfect Way to Conquer Worry 
1.  Pray.

Don’t Worry About Criticism
1.  Remember that unjust criticism is often a  

disguised compliment.
2. Do the very best you can.
3. Analyze your own mistakes and criticize  
 yourself.
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Prevent Fatigue and Worry, and  Keep Your 
Energy and Spirits High
1. Rest before you get tired.
2. Learn to relax at your work.
3.  Protect your health and appearance by   

relaxing at home.
4. Apply these four good working habits:
 a.  Clear your desk of all papers except those 

relating to the immediate problem at hand.
 b. Do things in the order of their importance.
 c.  When you face a problem, solve it then 

and there if you have the facts necessary  
to make a decision.

 d. Learn to organize, deputize and supervise.
5. Put enthusiasm into your work.
6. Don’t worry about insomnia.

Copyright © 2017 Dale Carnegie & Associates, Inc. All rights reserved.   goldenbook_041817_1030062
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Global Letter: Grand reopening, 20% off 
Until there is an effective vaccine and/or treatment, no country will fully reopen in the 
coming months. The economic recovery will depend on both changes in official rules and 
the attitude of the public towards re-engaging. Despite talk of a V-shaped recovery, an 
elongated “U” is much more likely in most countries. 

United States: The costs of an early reopening 
The reopening is underway but the virus is not contained. Of the 39 states that have 
started to reopen, 10 are seeing a rising growth rate of infections. A key differentiation 
between the US and other countries is the decentralized policymaking, which makes it 
harder to contain the virus. Early reopening means an earlier recovery but the risk is that 
it will be weaker as infections pick up again. 

Euro Area: This time a “W” would not be a win 
We are getting more worried about the length and strength of the European recovery 
from the shock. Reopening is proceeding quickly. Demand may remain low. Fiscal policy 
support during this period is crucial, but currently insufficient. The risk of a “W” is also 
non-negligible. But social, fiscal and legal tolerance for a return into lockdown is lower 
than in March. 

Japan: The “Japan model” & lessons for reopening 
Japan's success in combating COVID-19 is seen as bit of a mystery: sparse testing, light 
quarantine rules, but low deaths. Cultural and public health factors likely helped; less 
appreciated is its strategy focused on lowering superspreading events. 

Asia: Time to reopen – When? How? And then what? 
We take a look at the reopening process and prospects in Asia, to show where each 
country is, how to manage a restart of business, and what to expect. 

Emerging EMEA: A wide range of cases 
The spread of and policy responses to the COVID-19 pandemic across EEMEA have been 
widely varied. With high social costs of prolonged lockdowns, countries in the region 
have begun reopening and easing states of emergencies. 

Latin America: Unlock me if you can 
LatAm is the most vulnerable region due to a combination of factors. Reopening is still 
subject to significant uncertainty. We have trimmed our GDP growth forecast again for 
most countries and now expect the region to contract 6.8% in 2020. 

Canada: Testing up + cases down = reopening now 
In Canada the curve is flattening led by Quebec, the province most affected by COVID-
19. Canada has ramped up tests and fares well in comparison to other DMs and to its 
trade partners in North America. 
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Grand reopening, 20% off 
With much of the world starting to reverse social distancing policies, we take a look at 
the reopening process and prospects across the world. With different countries doing 
different things at different times, there is a lot we can learn from each other. Three 
takeaways: 

• Until there is an effective vaccine and/or treatment, no country will fully reopen in 
the coming months. 

• The economic recovery will depend on both changes in official rules and the attitude 
of the public towards re-engaging. 

• Despite talk of a V-shaped recovery, an elongated “U” is much more likely in most 
countries. 

Five painful lessons 
COVID has hit world in stages, triggering a similar sequence in almost every country: 
escalating cases, some form of shutdown, some bending of the curve and a slow 
reopening. In the next stage we assume the reopening is slow enough to avoid a surge in 
cases, but some contained hot spots occur nonetheless. Chart 1 shows the evolution of 
deaths across the major regions. Emerging markets are last in line: many have not really 
bent the curve and have very uncertain reopening prospects. Differences in timing and in 
the policy response have offered a rich range of lessons, although there are still a lot of 
unanswered questions.  
We see five broad lessons. First, and foremost, social distancing works: reducing the 
number of close human interactions slows the spread of the disease. There have been a 
few misleading studies arguing that there is no causal connection between social 
distancing and the disease but these either (1) fail to control for reverse causation (the 
worse the disease the more the rules will tighten) or (2) ignore non-mandated social 
distancing (in many cases behavior changed before official rules were put in place). 

Chart 1: Deaths per one million people (log scale) 

 
Note: The “Euro area big 4” are Germany, France, Italy and Spain. The “Other GEMs 10” economies are 
Brazil, India, Indonesia, Mexico, Poland, Russia, South Africa and Turkey.  
Source: Bloomberg, BofA Global Research  

 

 Chart 2: Real GDP level projections (index, 4Q 2019=100 for all regions) 

 
Source: BofA Global Research  
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Second, the more draconian the policy the quicker it bends the curve. As Helen Qiao and 
team argue, after first trying to cover up the problem, China adopted an airtight 
shutdown, stopping the spread in a month. However, this does not mean the disease is 
gone. As we have seen in China, and other countries with strong testing and tracking 
systems, hot spots will keep popping up. Thus China now has a hot spot on the Russian 
border and Korea has a hot spot triggered by reopening nightclubs. As expected, the 
bending of the curve has taken longer and has been less complete in the West. Until a 
cure or vaccine is found, countries will simply have to learn to manage the disease.  

Third, increasingly the question is not whether to reopen or not, but what the best 
approach to reopening should be. It appears that most of the spread of the disease 
comes from “super spreaders”—individuals or groups that infect many others—rather 
than walking past someone on the street. A corollary of this is that certain activities 
cause most of the spread. The “density” of the activity seems to matter a lot. The 
disease is much more dangerous in big cities. It spreads easily in crowded areas like 
Times Square, cruise ships and bars. Restaurants and other venues will need strict 
capacity and distancing rules, etc. Again Korea, a paradigm of a strong containment 
system, offers two powerful examples: the initial big hot spot at a large religious 
gathering and the spike in cases when nightclubs were reopened. 

Fourth, when the disease is out of control and threatening hospital capacity there is no 
choice but a draconian shutdown. However, once the disease is contained to some 
degree there is a trade-off here between the economy and the number of cases. 
Opening nightclubs carries big risks with very little economic benefit. On the other hand, 
even with safeguards, opening public transportation is risky but has major economic 
benefits in getting urban areas back to work. With safeguards in place, opening 
factories, construction and retail is very helpful to the economy. School openings have 
costs and benefits as well. On the one hand, home schooling is highly inefficient, 
children seem relatively resistant to the disease, and reopening allows parents to return 
to work. On the other hand, it puts other parts of the population at risk. Getting strong 
testing and tracking systems in place greatly improves these trade-offs. 

Fifth, despite the intense focus on public policy, individual choices are at least as 
important, particularly during the reopening process. Thus Sweden never officially closed 
its restaurants and hotels but activity plummeted anyway. On a similar note, reopenings 
in US states have triggered small increases in activity. This underscores the importance 
of having confidence-building government health policies. 

Recession then rolling reopening 
We are forecasting the worst recession since the Great Depression In almost every 
country we cover. Data from China have confirmed that in the quarter of the shutdown 
dramatic 30%-40% annualized GDP drops are likely (Chart 2). Activity continues only in 
essential services, work from home, and functions that do not require mobility, such as 
remote banking and entertainment. Even in countries that adopt relatively loose social 
distancing policies—such as Japan and Sweden—there is a major recession anyway due 
to changing personal behavior and the collapse of demand from overseas.  

The experience of early openers, such as China and a few countries in Europe, is that the 
reopening will be slow and in stages. The economy “took an elevator” to the basement, 
but is “taking the stairs” in the recovery. We think the “V-shaped” talk ignores three 
potentially major headwinds to the recovery. First, the disease may be contained, but it 
is not gone and it will continue to limit the scope of economic activity. Even if 
governments change the rules, individuals will decide whether strong re-engagement 
makes sense or not. 

Second, “V” advocates are ignoring the lessons from past recessions. Every recession 
starts with some kind of shock but the economy remains depressed even if the initial 
shock goes away. In particular, the shock to confidence and growth expectations triggers 
a dramatic drop in durable goods spending, including consumer durables, home 
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construction and business fixed investment (Chart 3). Hence even as the reopening 
process boosts economic activity the confidence shock will depress activity. If the 
confidence shock is big enough the economy could experience a double dip. 

Third, the virus is not the only shock that could return. There is growing pressure for 
reducing trade and redirecting supply chains. The UK is in the middle of a painful Brexit. 
This helps explain why Rob Wood sees the deepest recession of any country we cover, 
with GDP down about 13% this year. Much more important from a global perspective is 
the potential escalation of the trade and tech war, particularly after the US election. 
There is no way to quickly undo decades of integration without shocking the economy. 
We saw a very mild version of this in 2019. 

Just as the disease rolled across the world, the reopening process will roll across the 
world as well. Hence China took its big hit in the first quarter and has now significantly 
reopened. However, it is being hurt by the collapse in spending in the rest of the world. 
There is similar collateral damage for all the countries that avoided the worst of the 
shutdown, especially smaller, more open economies.  

Fixing a hole 
The crisis is testing the limits of macro stabilization policy. Most developed market 
economies came into the crisis with near-zero rates. Hence most of the monetary 
response has been aimed at preventing panic and keeping credit flowing, rather than 
stimulating spending. Similarly, fiscal policy has tried to fill big income holes created by 
the shutdown. Even Germany has conceded to reality and abandoned its “dark zero” 
fiscal constraints. Big challenges still lie ahead. In developed market economies many of 
the policies are aimed only at the next few months so follow-up actions will be needed. 
After the usual political squabbling we think more aid will going to US states. The 
challenge in EM is whether markets will tolerate large budget deficits. Unconventional 
easing in EM could keep yields in check, but this might only increase the pressure on 
exchange rates. Our EM team is quite concerned. 

Inflated fear 
There is a hot debate over whether the social distancing shock and the policy response 
to it are on net inflationary or deflationary. We are very much in the latter camp. Super 
easy monetary and fiscal policy do not translate directly into inflation. They only cause 
inflation if demand outstrips supply, and as we saw above, these policies are filling holes 
rather than causing strong demand. We expect history to repeat itself: a big recession 
will be followed by disinflation (Chart 4).  

If things go badly, deflation is a bigger risk than serious inflation over the next several 
years. Indeed this is already happening. The US releases inflation data earlier than most 

Chart 3: The next shoe to drop is investment (OECD total, % yoy) 

 
Source: OECD  

 

 Chart 4: DM and EM core CPI inflation (% yoy) 

 
Source: BofA Global Research 
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countries and it shows a broad-based drop in prices in March and April. Since the crisis 
hit, Michelle Meyer and team have cut their year-end core CPI inflation forecast by more 
than half—from 2.4% to 1.0%. 

On the other hand 
Economists are sometimes accused of overhedging their views: on the one hand…on the 
other hand. In this case hedging is very important. While the general contours of the 
outlook are relatively clear, uncertainty is still very high. Both the virus statistics and 
recent economic data are relatively unreliable. On the disease many questions remain: 
how much herd immunity has been created, what are the true infection and death rates, 
and most important will reopenings trigger a significant rebound in COVID cases. The 
economic outlook is in some ways even more uncertain. Not only is there uncertainty on 
the course of the disease and the social distancing response, but there are also big 
economic questions. How large will the second-round confidence shock be? How many 
companies will fail in the next few months? What are the limits to the policy response, 
particularly in emerging markets? If there is a second wave, how bad will the shock to 
confidence be? Stay tuned.  
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Global economic calendar 
The week ahead 
Next week, attention will be on the US housing data, leading indicators, manufacturing 
and services PMI. CPI and PMI data in the Euro area and the UK. GDP, CPI and exports in 
Japan. In EM, there are monetary policy meetings in Indonesia, Turkey, South Africa and 
Thailand. 

 

For the full-week calendar, see here. 

 
 
  

Key events in the week ahead 
NYT Country Data/Event For BofAe Cons. Previous 
Monday, 18 May 
7:00 Brazil FGV Inflation IGP-10 MoM May -0.17% -- 1.13% 
8:30 Chile GDP QoQ 1Q 2.70% -- -4.10% 
10:00 US NAHB Housing Market Index May 41.0 35 30 
Tuesday, 19 May 
3:20 Indonesia Bank Indonesia policy rate decision - 4.25% 4.25% 4.50% 
4:30 UK ILO Unemployment Rate 3Mths Mar 4.00% -- 4.00% 
8:30 US Housing Starts Apr 1009k 950k 1216k 
8:30 US Building Permits Apr 1082k 1035k 1350k 
9:00 Russia GDP (yoy) Q1 A 0.00% 1.80% 2.10% 
21:30 China 1-Year Loan Prime Rate -   3.85% 3.85% 
Wednesday, 20 May 
3:05 Thailand BoT policy rate decision - 0.50%   0.75% 
4:00 Euro area ECB Current Account (sa) Mar -- -- 40.2bn 
4:30 UK CPI (yoy) Apr 0.80% -- 1.50% 
4:30 UK CPI Core (yoy) Apr 1.30% -- 1.60% 
5:00 Euro area CPI (F, yoy) Apr  0.70% -- 0.70% 
5:00 Euro area CPI (F, mom) Apr  0.30% -- 0.30% 
5:00 Euro area CPI Core (F, yoy) Apr  0.90% -- 0.90% 
19:50 Japan Exports YoY Apr -15.80% n.a. -11.70% 
Thursday, 21 May 
4:30 UK Composite PMI (P) May 25 -- 13.8 
7:00 Turkey CBT rates decision - 8,25% n.a. 8.75% 
8:00 Poland Central bank's minutes - - - - 
8:30 US Initial Jobless Claims 16-May 2500k — 2981k 
8:30 US Philadelphia Fed Manufacturing May -40.0 -40 -57 
9:00 Russia Industrial production (yoy) Apr -17.00% -10.00% 0.30% 
9:45 US IHS-Markit services PMI May P 20.0 — 26.7 
9:45 US IHS-Markit manufacturing PMI May P 38.0 37.5 36.1 
10:00 US Leading Indicators Apr — -5.5% -6.7% 
10:00 US Existing Home Sales Apr 4.60M 4.33M 5.27M 
19:30 Japan Nationwide CPI Ex Fresh Food YoY Apr 0.00%   0.40% 
- South Africa SARB rates decision - 4.25% n.a. 4.25% 
Friday, 22 May 
2:00 UK Retail Sales Ex Auto Fuel (yoy) Apr -25.00% -- -4.10% 
3:15 France France Composite PMI (P) May 43 -- 11.1 
3:30 Germany Composite PMI (P) May 47 -- 17.4 
4:00 Euro area Composite PMI (P) May  46.1 -- 13.6 
4:30 UK Public Finances (PSNCR) Apr -- -- 7.2bn 
8:30 Chile Central Bank Meeting Minutes  -- -- -- --  
Source: Bloomberg, BofA Global Research 

http://research1.ml.com/C?q=DBQz9xNFHm!n9KqumFpP0w
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The costs of an early reopening 
• The reopening is underway but the virus is not contained. Of the 39 states that have 

started to reopen, 10 are seeing a rising growth rate of infections. 

• A key differentiation between the US and other countries is the decentralized 
policymaking, which makes it harder for the US to contain the virus. 

• An earlier reopening means an earlier start to the recovery. But it likely comes with 
greater infections, which could hold back the economic healing. 

Tracking the virus 
The COVID-19 curve in the US has flattened but it has yet to bend. Nonetheless, the 
reopening of the economy has begun. Daily new cases in the US are running around 
23,000 on a 7-day moving average while deaths are at a rate of 1,600 / day (Chart 5). 
The ratio of new cases to tests, however, has declined to 8% (Chart 6). The same ratio is 
running at 4% in Italy and 0.4% in Korea. NYC has been the epicenter but the virus path 
has bent notably with new viruses running at a 0.7% daily pace, implying that the virus is 
spreading at a faster rate elsewhere.  

Critical to reopening will be the ability to test, both for current infection (PCR tests) and 
for antibodies to determine immunity. Progress is being made but it is slow relative to 
other countries. The US is currently testing about 300,000 people a day for the virus but 
most health experts argue that this is too low. Harvard’s Health Institute says the lower 
bound is around 900,000 tests / day. It will also be important to have at-home tests with 
rapid response rates. This will eliminate the need for test administrators which reduces 
the risk for those health officials. It also will allow people to reduce risk when 
reengaging. Contact tracing will also go a long way to reducing the risks but little 
progress has been made on that front. A survey as of May 7th from NPR founds that 
66,000 workers are being hired by states to perform contract tracking. According to 
NACCHO, a total of 98,600 testers are needed nationwide. 

Tracking the reopening 
The White House Coronavirus Taskforce has offered broad criteria to guide the 
reopening but states ultimately have the discretion to reopen when / how they like. This 
puts the power in the state governments. Based on data from Kaiser Family Foundation, 
we find that 39 states are either partly or fully easing their previously placed social 
distancing orders (Table 1 in appendix), while 13 states are still largely in lockdown with 
non-essential businesses closed. There are different degrees of reopening which we 

Chart 5: Daily new cases and tests in the US (7-day moving average) 

 
Source: BofA Global Research; The COVID tracking project 

 

 Chart 6: Cases-to-tests ratio (7-day moving average) 

 
Source: BofA Global Research; The COVID tracking project 
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categorize into five components: Bar/restaurant limits, non-essential business closures, 
stay at home orders, large gatherings and school closures (Chart 7).  

There does not seem to be very much correlation in the progress of the virus and the 
decision to reopen. Indeed, we estimate that 10 of the 39 states that have started to 
reopen are still seeing a rising growth rate of infections. Table 2 in the appendix shows 
the states that are reopening with the virus on the rise vs. those that have bent the virus 
curve as well as virus progress for the states that remain closed.  

It is well understood that the risk is that the virus will increase again upon reopening. 
The concern is that in states where the virus is still spreading (reproduction rate is not 
under 1), the reopening can fuel another considerable wave of infections. It is still a bit 
too early to tell whether this is occurring, but we do track the virus path by state relative 
to the date of reopening in Table 1. In Arkansas, Delaware, South Carolina, South Dakota 
and Tennessee, the virus curve has inflected higher again since reopening, though part 
of that may be attributable to greater testing.  

The policy response 
The historical shock to the economy has prompted a historical policy response. The Fed 
is working on restoring liquidity in the financial system and Congress is offsetting the 
loss of private sector output more directly. 

The Fed has embraced the idea of using tools early and aggressively, cutting rates 
rapidly to zero and launching QE at a rapid pace. The primary focus, however, has been 
on the credit facilities. Similar to the ‘08-09 period, the Fed introduced funding facilities 
but took a step further by introducing facilities for corporate credit (primarily IG), 
municipal debt and “Main Street.” Based on calculations from our rates strategists, 
usage at the end of the year will be about 32% for the facilities, while TSY purchases 
will run at $100bn/ month and MBS at $30bn/month. This will leave the Fed’s balance 
sheet at $7.85tn at year-end or 38% of GDP. The Fed will likely need to continue to use 
the facilities well into 2021, suggesting further upside to the balance sheet. The zero 
lower bound will be in place for several years ahead until the recovery is well under way. 

Congress has passed four bills with the CARES Act being the centerpiece at $2.3tn. The 
simple breakdown is $610bn toward households, $1,200bn to corporates, $175bn to 
state & local with the remainder spread between a variety of other items including 
healthcare. On the household side, unemployment insurance was extended by 13 weeks 
to 39 weeks, eligibility was increased to include gig workers, self-employed and 
contractors and has made up about 20% of jobless claims, and benefits were increased 
by $600 / week. To put this into perspective, the pre-COVID average was about $300-
380/week, showing the magnitude of this added benefit. One-time stimulus payments 

Chart 7: Number of states adopting social distancing orders 

 
Source: BofA Global Research, Kaiser Family Foundation 

 

 Chart 8: Google mobility by places (% change in relative Jan benchmark) 

 
Source: BofA Global Research, Google 
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were also distributed up to $1,200 for individuals, $2,400 for joint filers and an 
additional $500 for each child, with payments being phased out based on income levels. 
According to the Treasury, $266bn in tax refunds have been distributed, most of which 
we believe reflect stimulus checks. 

On the corporate side, the main focus is the Payroll Protection Program (PPP) which 
offers a loan to small businesses (<500 employees) which can be forgiven if at least 
75% of the funds are used for payrolls. This encourages businesses to keep their labor 
force in place, supporting income and helping the household sector. However, the PPP 
has been plagued with a number of issues from operational challenges to program 
designs. We expect changes are forthcoming, likely removing the requirement to put the 
proceeds toward payrolls and instead focusing on simply keeping the businesses solvent. 

We expect further fiscal stimulus as the economy continues to fight the shock of the 
pandemic. As we write about in the Hot Topic, we expect another round of support for 
state & local governments before the end of this fiscal year, which could total about 
$500bn. We also expect that unemployment insurance programs will be expanded so 
that the additional funds are tapered into year-end (from $600/week). We think another 
$1.5tn in stimulus is possible, putting the total response to about $4tn or 19% of GDP.  

The economy 
The early reopening has helped turn around the economy more quickly. We are seeing 
growing evidence that people are resuming activities as mobility indexes have improved 
(Chart 8), and there has been an increase in card spending. However, along with an 
earlier reopening come greater risks that the virus will spread and restrain the medium 
term recovery. 

In last week’s publication, we outlined three phases of the recovery: the shutdown, the 
transition and the recovery. The first phase started in mid-March and, in our view, was 
completed by mid-April after a dramatic decline in economic activity. The economy is 
currently in the second phase – the transition – where the weakness shifts from the 
consumer to the broader economy. However, we also see improvement in consumer 
spending as stimulus flows through and economies are reopened. The third phase of 
recovery will be the most complicated and will depend highly on three factors: the path 
of the virus, the degree of stimulus and the extent of residual damage on the economy 
(specifically, the degree of bankruptcies). The third phase leaves us the most concerned. 
After the initial bounce from the bottom upon reopening, the economy needs to find a 
sounder footing to progress further. We think the risk is that it plateaus thereafter for a 
period of time, entering a recovery period of fits and starts. 

The challenges 
There are many challenges, unfortunately. A key differentiation between the US and 
other countries is decentralized policymaking, which makes it harder for the US to 
contain the virus. For example, if a state reopens early with insufficient testing / tracing, 
a resurgence of the virus there could spill over to a neighboring state that is still in 
lockdown. This will delay the ability for the other state to reopen.  

There is a common goal to reopen the economy and get people back to work. The longer 
that businesses are shut down, the harder it will be to reopen and the more that short-
term unemployment will turn into long-term. We need to see the right checks in place – 
testing, tracing and targeted quarantine – to contain the virus but still allow the 
economy to function. There is also the question of consumer behavior – if the virus is 
still a threat, people may be less willing to engage. In the end, people need to be armed 
with facts about the disease and the tools to combat it in order for the recovery to be 
successful. Some states are further along than others in achieving such, but we are far 
from declaring victory. 

 

http://research1.ml.com/C?q=zzIdFcHMint4jRls67TKYA
http://research1.ml.com/C?q=ooVA9VsH4JjEM9nXjo4bPg
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US Appendix 
Table 1: Key date of easing social distancing order for each state, ranked by degree of reopening 

State 
Non-Essential 

Business Closure Bar/Restaurant Limit Stay at Home 
Order 

Large Gatherings 
Ban School Closures 

South Carolina 20-Apr 4-May 4-May   
Vermont 20-Apr     
Hawaii 23-Apr     
Idaho 23-Apr  23-Apr 23-Apr  
Alaska 24-Apr 24-Apr 24-Apr 8-May  
Georgia 24-Apr 24-Apr 1-May   
Oklahoma 24-Apr 1-May    
Michigan 24-Apr     
Wisconsin 24-Apr     
Montana 26-Apr 4-May   7-May 
Colorado 27-Apr  27-Apr 27-Apr  
Minnesota 27-Apr     
Tennessee 29-Apr 29-Apr 29-Apr   
Alabama 30-Apr 11-May 30-Apr 11-May  
Kansas 30-Apr  30-Apr 30-Apr  
Kentucky 30-Apr     
Maine 30-Apr     
North Dakota 1-May 1-May    
Indiana 1-May 11-May 1-May 1-May  
Ohio 1-May     
Pennsylvania 1-May  1-May 1-May  
Florida 4-May 4-May 4-May   
Missouri 4-May 4-May 26-Apr   
West Virginia 4-May 4-May 4-May   
Iowa 6-May 6-May    
Arizona 8-May 11-May    
California 8-May     
Delaware 8-May     
North Carolina 8-May     
Nevada 9-May 9-May    
New Hampshire 11-May     
Washington 11-May     
Texas  1-May    
Utah  1-May 1-May 1-May  
Nebraska  4-May    
Mississippi  7-May 27-Apr   
New Jersey    13-May  
South Dakota    28-Apr  
Arkansas  11-May    
Source: BofA Global Research; Kaiser Family Foundation 

 
Table 2: New cases curve and re-opening status for states 

  Bended curve Stabilized curve Rising curve 

Shut 
Connecticut New York District of Columbia New Mexico Virginia   
Louisiana Rhode Island Illinois Oregon     
Massachusetts   Maryland Wyoming     

Open 

Alaska Missouri California New Hampshire Alabama North Carolina 
Florida Montana Colorado North Dakota Arizona South Carolina * 
Hawaii Nevada Georgia Ohio Arkansas * South Dakota * 
Idaho New Jersey Indiana Oklahoma Delaware * Tennessee * 
Iowa Pennsylvania Kansas Utah Maine Texas 
Kentucky Vermont Minnesota Washington     
Michigan   Mississippi West Virginia     
    Nebraska Wisconsin     

* States are seeing a second wave of new cases 
Source: BofA Global Research 
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This time a “W” would not be a win 
• We are getting more worried about the length and strength of the European 

recovery from the shock. 

• Reopening is proceeding quickly. Demand may remain low. Fiscal policy support 
during this period is crucial, but currently insufficient.  

• The risk of a “W” is also non-negligible. But social, fiscal and legal tolerance for a 
return into lockdown is lower than in March.  

Tricky, bumpy, long, but not “V-shaped” 
The Euro area should contract 7.6% this year as a whole and bounce back by 8.3% next – 
leaving 4Q21E GDP 2ppt below our pre-Covid forecast and implying a permanent income 
loss of 6% of GDP between now and then. The region contracted 3.8% in 1Q20 (not 
annualized), not far off our -4% forecast, and we expect an additional 15% reduction in 
2Q20, with monthly activity starting to recover from very supressed levels in May. So far 
our forecasts of the downturn have proved correct. A mechanical GDP rebound is likely in 
3Q as the economy opens up again, absent a virus relapse. This is consistent with the 
reopening plans we have learnt of in the past few weeks. Beyond that mechanical 
bounce there are two key issues: i) the success of reopening; and ii) the correct fiscal 
response.  

We are mainly worried about the latter in Europe, but the former is certainly worth 
watching. Testing, tracing and tracking capabilities are an unfinished project. Some of 
the recent data shows the risk, still distant, that we may need to deal with a new 
outbreak well before those capabilities are fully built. A more surgical approach to the 
outbreak would not be available. At the same time, there would be legal/social/fiscal 
constraints to another shutdown. 

The policy response is still very shy of what is needed, and we worry that large parts of 
the corporate sector may be left alone to cope with higher debt and more persistently 
depressed demand levels. Governments themselves may need support from a sizeable 
European initiative, but that, too, is missing. So we are becoming more worried about 
bigger and persistent activity, growth and labour market losses in Europe than we have 
currently pencilled in. Putting all this together, the risk we face is that instead of a very 
prolonged U-shape recovery, we end up with a W. 

Meanwhile the UK is doing better on the fiscal front but certainly is lagging when it 
comes to the easing of lockdown measures and we lack of evidence of an effective 
Testing, Tracking and Isolating (TTI) framework ready. We are now expecting a slower 
reopening than we initially anticipated and although better than in the Euro area, the 
fiscal response still falls short in the UK too; hence, we modify our forecasts accordingly. 
We now forecast GDP at -12.9% this year and 8.1% in 2020 and 2021, with UK GDP by 
end-2021 5% lower than 3Q 2019 level, and about 7% lower than we forecast pre-Covid. 

So far so good (for our forecasts, not the economy), but many risks  
As a reminder, we assumed the Euro area economy would run c.30% below normal levels 
during a severe lockdown (which at the time of our forecast change assumed travel to-
and-from work was allowed everywhere except Italy). That proved, on aggregate, correct, 
although country-specifics differed. In 1Q GDP fell more in France than in Spain, Spain 
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more than Italy, and Germany (probably) the least. We are sceptical of the Italian data: 
the Italian lockdown was longer and, like Spain’s, more severe than in France. While 
Germany did, indeed, lockdown later at a national level, regions followed different 
patterns. We also wonder about German data. Given its large export orientation it is 
surprising that Germany would do so much better than its neighbours, if foreign demand 
was (probably) severely impaired. Clearly data quality and availability are an issue during 
this period, making potentially large revisions likely in future. 

Data curiosities aside, we think our 1H20 growth assumption remains broadly intact. 
Activity data should trough in April, although activity levels that month may actually have 
recovered a tiny bit compared with the second half of March (Banque de France data 
suggests the economy ran 27% below norm in April vs 32% in the second half of March 
as some companies needed time to adjust to new safety requirements.) Both PMI and 
growth numbers could appear strong in May, as activity rises relative to very depressed 
levels.  

For us, the focus is shifting to 2H20 and beyond. Reopening still has its own risks, 
although proceeding largely as expected so far. And the policy response is still very shy 
of what is needed, and we worry that large parts of the corporate sector may be left 
alone to cope with higher debt and more persistently depressed demand levels. 

Testing the return-to-normality plans 
Lockdown easing, at least at face value, seems to be progressing faster now than even 
governments had initially planned. Progress may have started 1-2 weeks later than we 
had forecast, but is now accelerating quicker – most shops have reopened, and even 
restaurants could soon resume partial service. That said, reopened does mean back to 
normal. Shorter opening hours and restrictions on client numbers could mean that 
actually, the return to “mobility” may not come with much “economic activity”. So we 
think it is far too early for markets to get excited.   

In detail, the rate of contagion has past the peak in most European countries and the 
seven-day moving averages in new daily cases are on a downward trend. Many countries 
have started to ease lockdown measures in a gradual way, with most of the return-to-
normality plans allowing for a reopening of non-essential production activities, while 
maintaining restrictions in a few sectors, such as retail, commercial, and recreational 
activities. In general, sectorial reopening is conditional on safety conditions, and social 
distancing and mobility restrictions remain as standard.  

The gradual easing will be monitored along with new infection rates (allowing for the 
usual two-week incubation period) and many easing measures will be based on the so-
called R0 (how many people, on average, will be infected for every Covid-positive 
person). Also, we remain cautious on two fronts. First, the share of the population that 
has been tested positive (or unfortunately passed away from the virus) is extremely low 

Chart 9: Daily Covid19 deaths (5-day moving average) 

 
Source: BofA Global Research, WHO, ONS 

 

 Chart 10: New daily cases vs Government response 

 
Source: Oxford Government Response Tracker, WHO 
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in most EU countries. Although there is a lot of uncertainty around asymptomatic or 
untested “shadow” cases, we may still be a long way from herd immunity (or at risk of 
virus mutation, etc). Second, return-to-normality plans remain a function of effective 
test-and-treat systems. Testing (both diagnostic and antibody tests) is subject to 
capacity constraints while the use of technology has not improved the scope of tracing.  

Table 3: COVID-19 testing 
Week Germany Italy UK 

  Tests (000s) %Pos. Tests (000s) %Pos. Tests (000s) %Pos. 
April 6-12       379  8.1% 319 8.6% 112 30.9% 
April 13-19       330  6.7% 346 6.5% 128 27.9% 
April 20-26       358  5.0% 401 4.7% 519 6.5% 

April 27-May 3       318  3.8% 364 3.5% 519 6.5% 
May 4-10  n.a.  n.a. 412 2.0% 613 5.3% 

Source: Robert Koch Institute, Italy Health Ministry, UK Gov 

This is all very endogenous 
As new infections declined, and pressure on health care systems eased, legal, social and 
fiscal pressure to ease lockdown increased. At the moment, the speed at which that 
happens rises across Europe. Another swift lockdown response if health systems came 
under pressure again would be a lot more complicated, as legal, social and fiscal reaction 
functions have changed. 

Reopening smaller but not larger shop has been challenged legally (successfully) in 
Germany. Quarantine prescriptions during lockdown easing have been legally made 
subject to restrictions in France. Contact tracing is subject to data protection rules. 
Demonstrations around infringement of the “basic rights” of citizens have started in 
several countries. Business pressure on governments to reopen hospital sectors has 
(successfully) increased. And fiscal capacity to keep the corporate sector afloat during a 
complete shutdown has become more complex, as well. 

In other words, lower infection rates and numbers are fuelling the pressure to reopen 
early. As the health crisis abates there is less tolerance for severe measures. Timing of a 
potential step back into lockdown is unclear, as is the success of such a lockdown in 
controlling the health situation. The balancing act between virus-induced health risks, 
and mental health risks and economic costs has political and legal complications that 
have become more complicated in Europe, and the threshold for confinement action may 
be much higher than it was in March. 

Still looking for the right size and design for the (fiscal) policy response 
We would flag, at least, four important risks when it comes to the fiscal response: 

Fiscal response is still small in size 
The bulk of the fiscal response in the Euro area occurred in the “emergency” phase of 
the Covid crisis (March-early April). Despite a big difference in the size of national fiscal 
packages, most EU countries delivered a similar mix of measures: support to job and 
income losses (also in the form of enhanced short-term schemes), liquidity support for 
corporates (through big state-guaranteed lending schemes, 10-30% of GDP), and extra 
expenditure on health systems. We calculate that discretionary measures as of today 
amount to somewhere around 3% of GDP. That is too little, considering that we 
estimate a permanent income loss of at least 6-7% of GDP. Considering typical fiscal 
multipliers of c.0.6-0.7, actual fiscal needs are much higher and their scope goes beyond 
immediate support for the crisis cost: demand support has to be the priority for phase 2. 
And lack of action on this is putting recovery at risk. 

Composition matters: the lockdown may have been the easy part for corporates 
As the crisis hit Europe, governments were very quick to pull together a safety net 
combining liquidity help (state-backed guarantees, tax suspensions, loan forbearance, in 
some countries, tenancy payment suspensions), with short-time work schemes, and one-
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off payments to some corporates, etc. Some of these schemes and aids are linked to 
lockdown or activity disruptions on a yoy comparison. As shops open again, “normal” 
operational bills could resume, even if activity resumes only partially. We stick to our 
view: the fiscal side has helped to prevent a liquidity issue from turning into a solvency 
issue immediately during the lockdown. But corporate sector activity is likely to be 
impaired well beyond the lockdown, meaning that fiscal help, as it stands today, is 
insufficient and not properly designed to prevent bankruptcies or job cuts during the 
opening phase. Policies would need to be reshaped to stop that. 

This is not only about the supply side of things 
At the time of lockdown easing, we are all focusing on supply developments. Production 
can resume, shops are open, people can go to work. But what if demand doesn’t pick up, 
either because people don’t go to shops or restaurants for health considerations, or 
because they limit spending to save money? Labour markets have come under a lot of 
strain. True, during confinement, savings rates have gone up. Jobs have been saved by 
short-time work schemes – across Italy, France and Germany, more than 30mn 
employees are under this umbrella now. But a lot of jobs have been cut – in France, 1Q 
employment contracted 2.3% in spite of short-term work schemes. In Germany, 
unemployment increased 373K (+0.8ppt in the unemployment rate) by mid-April and Ifo 
suggests 20% of corporates are looking into job cuts. The increase in savings rates could 
well become more permanent if people worry about their future income stream, limiting 
the demand bounce-back irrespective of easing supply constraints. 

It’s all about Europe 
Governments themselves may need sizeable support from a European initiative, but that, 
too, is missing. We have insisted at length that a joint Euro-area response, together with 
much larger fiscal safety nets and efforts in some countries, is what is missing today to 
ensure the public sector can help the private one everywhere, even when/if the ECB 
backstop goes away: 

Lack of agreement at the European level is creating incentives to delay the correct fiscal 
response. The first risk is that countries facing a symmetric shock carry out an 
asymmetric policy response and we end up with the usual core/periphery divide, with the 
periphery having a much more persistent recession, which would also delay the recovery 
in the core. The second risk is that, if we get the correct fiscal response in the periphery, 
we would then need to worry about the sustainability of public finances in some 
countries down the line. PEPP is the backstop now, but won't be here forever. 

So we are becoming more concerned about bigger and persistent activity, growth and 
labour market losses in Europe than we currently pencil in. 

UK: slower exit, insufficient support 
We assume a gradual and more incomplete recovery of activity now. This reflects the 
proposed gradual easing of lockdown and the Chancellor’s proposal to phase out 
government wage support via the Job Retention Scheme through 3Q.  

With the UK 2-3 weeks behind mainland Europe in combatting the virus, lockdown 
easing has also come later. The lockdown easing is planned to be very gradual, spreading 
into 3Q and beyond, which is longer than we previously thought. 

Additionally the Chancellor has begun the process of phasing out the Job Retention 
Scheme, the important wage replacement scheme for furloughed workers. Firms will be 
expected to contribute to this through 3Q. Slower lockdown easing and gradually lower 
fiscal support means our forecasts are too optimistic. This means a sharper drop in 2Q 
and a bounceback that is likely to be slow and incomplete due to gradual lockdown 
easing and insufficient policy support. 

Finally, the UK, like everywhere else, can ease lockdown substantially only if case 
numbers are very low and an effective testing, tracing and isolating (TTI) system is in 



 

 Global Economic Weekly | 15 May 2020    15 
 

 

place. The UK has neither yet. The Health Secretary had aimed to have TTI in place by 
mid-May but there appear to be delays and disagreements about the phone apps (the UK 
developed its own, with potential privacy and compatibility issues highlighted by some 
commentators, and reportedly is now pursuing alternatives), and teams have not been 
hired or trained yet. The risk of a second spike, soon, if lockdown restrictions are eased 
rapidly seems high given the experience of countries with even effective frameworks in 
place. 

All in all we still see the risks skewed down, in part because of the potential depressing 
effect of deleveraging afterwards, in part because of the heightened chances of a quick 
second spike in Covid infections as the UK eases lockdown with no TTI framework in 
place. 
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The Japan “model” & lessons for reopening 
• Japan's success in combating COVID-19 is seen as bit of a mystery: sparse testing, 

light quarantine rules, but low deaths.  

• Cultural and public health factors likely helped; less appreciated is its strategy 
focused on lowering superspreading events.  

• The "Japan model" can offer useful insights as countries weigh the risks of economic 
reopening against that of a second wave. 

Japanese exceptionalism 
Since recording its first case in mid-January, Japan has gone on to report 15,874 COVID-
19 cases and 643 deaths—among the lowest in the developed world on a per capita 
basis (Table 4). This is particularly impressive considering it has one of the oldest 
populations in the world, with a median age that is higher than Italy’s. 

Equally interesting, Japan has achieved this outcome without relying on the types of 
“strict” social distancing and quarantine policies seen in much of the world (Chart 11). 
Schools have been closed since early March and more shops and restaurants began to 
voluntarily cut back operations from April. But there is no hard “lock down” of activity, 
and large parts of the economy remain open, as seen in the mobility data. 

Culture, genetics, or pure luck? 
Japan enjoys several cultural and public health endowments that may have helped slow 
the spread of the virus and keep the fatality rate low. These include: 1) a universal health 
care system that is both well-equipped and highly accessible; 2) low rates of chronic 
diseases, such as obesity and asthma; 3) and certain behavioral norms, such as 
widespread mask-wearing and infrequent hugging/kissing.  

But ascribing all of Japan’s COVID-19 success to cultural or genetic factors, and pre-
existing public health advantages misses important lessons from Japan’s COVID-19 
mitigation strategy itself. The “Japan model” is aimed less at containing the virus but 
rather slowing the pace of its spread, preserving medical resources, and—above all—
minimizing deaths. It does not involve widespread testing for the virus but instead 
targets its energies on preventing, identifying, and snuffing out infection “clusters,” aka 
super-spreading events. 

It’s all about superspreaders 
The key insight underpinning this strategy was based on early studies of the domestic 
outbreak which found that 80% of confirmed COVID-19 patients in Japan had not 
transmitted the infection to others: in other words, the basic reproductive ratio (R0) for 
this “representative” group was less than 1. The problem was that the remaining 20% of 
patients transmitted the virus to a large number of people. 

Another finding was that the environment and mode of exposure involved in these 
superspreading events shared a distinct pattern. The outbreaks were occurring in poorly-
ventilated spaces where large numbers of people were likely to gather in close proximity, 
such as gyms, houseboats, and mah-jong rooms. This also explains why younger age 
groups, who tend to go out more, are somewhat over-represented in Japan’s COVID-19 
case distribution (Chart 12). 

http://research1.ml.com/C?q=zMDnBUhIvvuc3x6tB3FbPQ
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Table 4: COVID-19 status for key countries as of 12 May (ranked by 
confirmed deaths per capita) 
 Median age Cumulative cases Total deaths 
 Persons Per mn Persons Per mn 
Spain 46 227,436  65.2  26,744  572.8  
Italy 48 219,814  12.3  30,739  507.0  
UK 41 223,064  57.7  32,065  477.6  
France 42 137,491  6.4  26,600  409.3  
Sweden 41 26,670  2619.0  3,256  319.7  
US 38 1,298,287  81.5  78,652  240.5  
Japan 48 15,874  0.6  643  5.1  
S. Korea 43 10,936  0.5  258  5.0  
Singapore 42 23,822  84.4  21  3.6  
China 39 84,451  0.0  4,644  3.3  
India 28 70,756  2.7  2,293  1.7  

Source: BofA Global Research, WHO, World Bank, UNPD  

 

 Chart 11: According to Oxford's COVID-19 stringency index, the 
intensity of Japan's shutdown measures is on par with China, Korea, and 
Sweden 

 
Source: Petherick, Toby Phillips, and Beatriz Kira (2020). Oxford COVID-19 Government Response 
Tracker, Blavatnik School of Government.  

 

The “3Cs” and behavioral change 
This led the government to bolster its cluster identification and containment strategy 
with a campaign to change citizens’ behaviour. To do so, it urged the public to avoid the 
“3Cs” of 

 Closed spaces with poor ventilation 

 Crowded places where large numbers of people gather 

 Closed-contact settings, such as close-range conversations 

When case counts continued to surge in late March, the government targeted “3C” 
activities more explicitly, issuing business closure requests to bars, nightclubs and other 
“3C” establishments while urging extra vigilance among the public. But Japan never 
resorted to blanket restrictions; instead, it took increasingly escalating actions targeting 
only the highest risk businesses and activities.  

High frequency data show that the strategy worked as intended: businesses scoring high 
on “3C risk”—such as izakayas (drinking pubs)—saw April sales plunge, while retail 
formats geared towards individual users and take-out suffered less (Chart 13). Thanks to 
these efforts, the once-worrying growth in COVID-19 cases has slowed to a trickle over 
the past two weeks. 

Meanwhile, there are early signs that lower-risk service sector activity has begun 
normalizing, though we think that reduced incomes and lingering confidence effects 
mean that demand will be slow to pick-up, and keeping the economic recovery sluggish. 

Lessons for the world 
So the “Japan model” works, at least for Japan. But there’s also a lot more that the 
government can do to improve its implementation: 1) identifying clusters is arguably 
easier with enhanced testing capacity; 2) contract tracing can be strengthened through 
greater use of digital technologies; and, most importantly, 3) swifter and more generous 
fiscal support would ease the pain of those businesses and workers involved in “higher 
risk” sectors. All of these measures will strengthen the private sector’s confidence in the 
government’s public health response, helping hasten the recovery in sentiment and 
spending. 

Meanwhile, the insight that the environment and mode of exposure make a potentially big 
difference for the course of the COVID-19 outbreak is a potentially important one as 
countries weigh the risks of opening certain economic activities against that of a second 
wave. The “Japan model” shows that there are perhaps ways of living with the virus without 
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killing off the economy entirely, as long as you prioritize the right activities and take some 
added precautions. 

Reopening priorities: some practice advice 
Based on the cluster containment + “3C” approach, the priority should be on-restarting re-
opening low risk businesses first. From this standpoint, it strikes us that most retail shops 
and facilities involving solo or open-air activities (libraries, museums, golf) can be reopened 
fairly safely, especially with added precautions, such as mask-wearing. Restaurants can be 
opened too, but it probably takes significant modifications in format (widely-spaced seats, 
improving ventilation). Ditto offices. The added hassle means that a chunk of the offline to 
online migration for these activities is indeed likely to be permanent. 

Finally, last to re-open should be those activities and businesses where the “3Cs” come 
together. Korea’s latest cluster outbreak involving nightclubs is a reminder that it will likely be 
a long time before we can go back to bars, large indoor events, and, alas, karaoke.  

 

Chart 12: Population-adjusted breakdown of COVID-19 cases by age-
group (per 1,000 persons) 

 
Source: BofA Global Research, MHLW, MIAC; Note: Data as of 7 May  

 

 Chart 13: Average %YoY change in April same-store sales for listed 
restaurant chains 

 
Source: BofA Global Research, company disclosures; Note: Figure in parentheses denotes number of 
corporates in the sample and are simple averages.  
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Time to reopen – When? How? And then what? 
As the first region to inflict upon the COVID-19 pandemic, Asia has been leading the 
pack in reopening. Nonetheless, being the first to exit the lockdown measures offers no 
guarantee of an immediate economic recovery. Downward pressure from external 
demand will likely persist on account of a deep global recession in the near future, along 
with structural risks of supply-chain relocation out of the region in future years.  

In this report, we take a look at the reopening process and prospects in Asia, to show 
where each country is, how to manage a restart of business, and what to expect.  

It’s time to reopen 
China and Korea already have restarted their economies with caution since mid-March, 
but the subsequent rebound in new cases (mostly imported) has prevented a full-swing 
normalization in day-to-day activities. Valuable lessons from their experience in gradually 
lifting those tight restrictive measures would help shed some light on how to jump start 
economies elsewhere without jeopardizing virus containment achieved (see here). 

After 4-8 weeks of large-scale shutdown, the rest of Asia is about to resume business 
step by step, as the cost of business closure rises quickly. However, the countries are 
still at very different stages of pandemic control (Chart 14), implying distinct challenges 
in reopening: China and Korea are fighting against sporadic resurgence in community 
outbreaks; Australia, Hong Kong, Malaysia, Taiwan, Thailand and Vietnam will likely dip 
their toes in relaxing more restrictive measures after seeing signs of stabilization; India, 
Indonesia and Singapore need to open with more caution, given total infection cases 
have yet to plateau (Chart 15). 

Customized approaches would be needed 
Under mounting pressure from income losses, SME bankruptcies, and higher 
unemployment, the cost-benefit analysis of economic reopening is steadily shifting to 
favor a lockdown release.  

While some countries are able to reopen after effective virus containment, others may 
have to do so under a tougher circumstance. In the case of China, daily new confirmed 
cases dropped below 50 for two weeks since 6 March, triggering the policy shift to 
restart essential businesses on 11 March and all businesses and residential compounds 
on 20 March. In contrast, India and Singapore may not have seen a plateau in newly 
Chart 14: Some have flattened the curve while others still fight new cases  

 
Source: BofA Global Research, WHO 
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increased cases yet, but the lockdown measures adjustment can no longer wait (see 
Chart 17, Chart 18, and Chart 19). 
That said, it is unrealistic to expect an immediate reversal in social distancing policies or 
a return to pre-COVID-19 lives in the near future. Since there is no one-size-fits-all 
reopening manual for every country, it is only sensible to implement customized 
measures step by step, combined with active testing and tight monitoring. For example, 
China and Korea have issued guidelines on returning to school and work, which could 
shed some light on how to shape the “new normal” before an effective vaccine becomes 
available (see here). 

Tip: Free up low-risk regions and individuals first  
An important lesson is to separate low-risk groups and regions from the rest to allow a 
faster return to business. Since mid-Feb, China has started to implement a pandemic 
risk control system (see Table 5), with three risk categories: high, medium and low.  

• When the risk is classified as low in a local area (most parts of China now), normal 
business/social activities are generally encouraged with some necessary protective 
measures, while group gathering remained strongly discouraged, especially in indoor 
places.  

Chart 15: Asian economies at different stages of pandemic control 

 
Source: BofA Global Research, WHO 

 

 Chart 16: Low testing capacity associated with persistent infection 

 
Source: BofA Global Research, Our World in Data 

 

Chart 17: Prompt response group among Asia 

 
Source: BofA Global Research, WHO, Hale, Thomas, Sam Webster, 
Anna Petherick, Toby Phillips, and Beatriz Kira (2020). Oxford 
COVID-19 Government Response Tracker, Blavatnik School of 
Government. 

 

 Chart 18: Strict escalation of response group 

 
Source: BofA Global Research, WHO, Hale, Thomas, Sam Webster, 
Anna Petherick, Toby Phillips, and Beatriz Kira (2020). Oxford 
COVID-19 Government Response Tracker, Blavatnik School of 
Government 

 

 Chart 19: Delayed response or early 
withdrawal 

 
Source: BofA Global Research, WHO, Hale, Thomas, Sam Webster, 
Anna Petherick, Toby Phillips, and Beatriz Kira (2020). Oxford 
COVID-19 Government Response Tracker, Blavatnik School of 
Government 
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• For those areas identified with medium or high risks, commuting control measures 
are tightened severely. For example, Shulan, a small town in Jilin Province, was 
locked down after it is classified as a high-risk zone due to a recent community 
outbreak.  

Each individual is also assigned a risk level, and a low-risk personal status is commonly 
required (with a health-code check) to access various public facilities and return to 
his/her residential compound.  

Returning to a bleak world 
Being the first to exit lockdown measures offers no guarantee of an immediate 
economic recovery. No economy will likely come out of this pandemic unscathed.  

In our view, there are three shock waves in this crisis: i) supply shortage, ii) external 
demand plunge, and iii) hit on domestic demand from weaker employment and capex. A 
gradual reopening will diminish the impact of the first wave from a supply shock, but 
cannot shield the demand shock from the second and third waves. 

In the case of China, a rapid resumption of industrial production still contrasts sharply 
against service industry stuck in shambles, especially transportation, hotel, and catering 
sectors. In addition, downward pressure from external demand will likely persist on 
account of a deep global recession in the near future, along with structural risks of 
supply-chain relocation out of the region in future years. 

Table 5: China classifies regions and individuals into risk categories, while Korea gives nationwide guidelines 

  China Korea 
For public areas Classifies 2800+ county-level areas into three categories All groups /public space High risk Medium risk Low risk 
Criteria 1) Cumulative confirmed cases > 

50, and  
2) cluster infection cases within 14 
days > 0 
 
e.g. Chaoyang District, Beijing 

Newly confirmed cases in the past 14 
days > 0, and  either  
1) cumulative confirmed cases <= 50, or 
2) cumulative confirmed cases > 50 but 
no cluster infection cases within 14 days 
e.g. Suifenhe, 4 districts in Harbin, 2 
districts in Guangzhou 

1) No confirmed cases, or 
2) No newly confirmed cases in the past 
14 days 
e.g. most areas nationwide, including 
Wuhan 

Based on communication from CDC, less than 50 
new cases nationwide, no clustered infection, and 
no new infection in high risk facilities, and 
reproduction below 0.15*.  
 
Normal economic/social activities to be resumed 
with adequate and regular disinfection and 
preventative measures 

Guidelines * Businesses should require temperature checks, reduce time of meetings and 
encourage flexible working arrangements. 
* Limit the number and flow of people at most venues. Reduce gathering. 
* Cease public events at which people concentrate. 
* Provincial governments shall issue detailed guidelines on resumption 
requirements 

* Businesses are permitted to decide 
when to open again. Cut excessive 
restrictions on resumptions. 
* Regular venues operate as normal under 
proper ventilation and hygiene.  
* Control crowd in concentrated indoor 
venues. No mask required in ventilated 
outdoor areas. 

* Keep window open if possible, and ventilate and 
sanitize at least twice a day.  
* Designate prevention manager in group to 
facilitate enforcement of prevention measures 
such as sanitizing frequency,1~2m distance rule, 
mask requirements, checking people with 
symptom, ventilation guidelines.  
* Prevention manager will keep record of member 
health profiles and contact local health authority of 
special developments 

For individuals Classifies 1.4bn population into three categories All individuals High risk Medium risk Low risk 
Criteria 1)  Travelled from key 

outbreak/high-risk areas, or 
2) Confirmed cases, or  
3) Suspected cases , or 
4) Asymptomatic cases under 
quarantine, or  
5) Patients' close contacts under 
medical watch, or  
6) Other individuals carrying high 
risks (e.g travelers from overseas) 

1)  Travelled from medium-risk areas, or 
2) With respiratory symptoms, or  
3) Discharged confirmed patients under 
14-day home quarantines, or  
4) Asymptomatic out of medical watch for 
<14 days, or 
5) Other individuals carrying medium 
risks 

Travelled from low-risk areas and not 
classified as high or medium-risk 

* Stay at home for 3~4 days when you feel sick 
and wear mask for going out where it can be 
closed and crowded. 
* Keep a distance of two arms-length from others 
in work place and exercise 2m rule at 
home/workplace  
* Exercise mask use guidelines  
* Ventilate twice a day and sanitize high-contact 
personal items at least weekly 
* Sanitize and clean with designated products with 
guidelines Guidelines 14-day quarantine;  

Under strict supervision of local 
communities 

Proactively comply with local regulations Freely travel between low-risk areas and 
resume businesses, as long as body 
temperature remain normal 

Source: BofA Global Research, government statements 
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Chart 20: Deterioration in China exports likely weighing regional exports 

 
Source: BofA Global Research, CEIC 

 

 Chart 21: Share of intermediate & capital goods is high in Asia exports 

 
Source: BofA Global Research, OECD 

 

In a BofA analyst survey published in last Feb, we found that companies in more than 
80% of 12 global sectors have implemented or announced plan to shift at least part of 
their supply-chains from current locations (see here). Foreign invested manufacturing 
companies in China are especially leaning towards such a shift, given concerns about US 
tariffs, non-tariff restrictions and other forms of constraints.  

It seems impossible for the most important growth engine in the region, China, to get 
out of the inflicted trap. If the US recovers soon after reopening, a boom may potentially 
induce more policy complacency and worsen bilateral trade tension with China. As a 
result, more multinational companies with supply-chains based in China would need to 
consider a shift out of China or even Asia soon. On the other hand, in the case where the 
US is trapped in deep recession after COVID-19, its demand collapse would also hurt 
China, even if supply-chain relocation is temporarily halted by capex cut. 

For the rest of the region, a hard hit on China will likely turn into a sizable drag on intra-
regional trade as output from China contracts (Chart 20). A grim outlook on investment 
in China also implies downside risks for the rest of Asia, due to its heavy export 
exposure of intermediate goods and capital goods. In other words, Asia could be facing a 
slower and more prolonged recovery phase, which looks more like an elongated “U” 
rather than a sharp “V” (Chart 21). 

Warming up to the policy commitment race  
Our economic growth forecast for the region has slipped slightly to -0.7% YoY in 2020 
compared with -3.6%YoY globally. In other words, we are factoring in a more acute 
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Table 6: BofA economists survey on policy 

  Policy responsiveness vs capacity 
Countries Monetary Fiscal Policy mix 
Hong Kong 2 1 1.5 
Australia 3 1 2.0 
Singapore 3 1 2.0 
Malaysia 1 3 2.0 
India 1 3 2.0 
Korea 3 2 2.5 
Vietnam 2 4 3.0 
Japan 2 3 3.0 
Taiwan 3 3 3.0 
Thailand 3 3 3.0 
Philippines 1 5 3.0 
Indonesia 3 3 3.0 
China 3 4 3.5 

 Fast Moderate Slow 
 1 2 3 4 5  
Source: BofA Global Research estimates 

 

 Chart 22: Asian central banks towards easing 

 
Source: BofA Global Research estimates, Bloomberg 

 

 Chart 23: Fiscal stimulus intact but yet to come 

 
Source: BofA Global Research estimates 
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downturn in the region than GFC in 2008 and Asia Financial Crisis in 1998, given the 
significant disruption on supply-chain as well as aggregate demand shock. In addition, 
risks are rising that our expected recovery trajectory could be further delayed due to 
external demand weakness. 

It is encouraging to see all governments have adopted multiple measures to offset the 
downturn and more seem to be on the way. Admittedly, each country has its own policy 
objective function and perhaps limited room for maneuvering, which implies a different 
pace or style of policy easing by design.  

That said, our country economists updates their views on policy commitment and 
responsiveness to offset the impact of the pandemic. A notable shift is the recent catch-
up by Vietnam, Indonesia, and China, even though there is still room for further 
improvement. With the National People’s Congress (NPC) coming up in China next week, 
we will likely see a step up in fiscal commitment on budget deficit, special treasury 
issuance, and government credit guarantee (see here). 

 
 

  

http://research1.ml.com/C?q=elmDXXg0Jn!j1KjYuoPUog
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Chart 24: Cumulative confirmed deaths per 1M population by country, log scale 

 
Source: Bloomberg  

CEE: outperformer in Europe 
CEE’s forceful virus-containment measures seem to be bearing fruits – all countries ex 
Romania have been removing restrictions since end-April/early May, with the Czech Rep 
most advanced in the containment and now the easing process. The daily growth of 
confirmed cases stands at 1% currently (Poland 3% but the peak is much lower than 
Western Europe). The state of emergency and closures of borders were announced in all 
CEE countries when there were barely any deaths, and confirmed positive cases were 
only in the low hundreds. Strict movement restrictions shortly followed, with the Czech 
Rep being the most aggressive and Romania lagging. All CE3 countries (CZ, HU, PL) have 
now allowed reopening of borders and shops, and relaxed the movement restrictions. 
The all-important auto sector has also resumed production, though to various degrees. 

Despite the relatively more successful containment policy vs European peers, and 
significant domestic support measures, CEE is still much vulnerable to the external 
environment given the small open economies. Fiscal stimulus packages amount to a 
significant amount of 4-5% of GDP in CZ and PL, and policy makers are still mulling 
more support. Central banks have either cut rates aggressively or are engaging in 
unprecedented large QE programs, or both in the case of Poland. However, the strong 
interconnection with supply and demand abroad, particularly with the EU and in the auto 
sector, means that CEE will not be spared from a deep recession (we see 2020E GDP at 
-4.5% to -7%, with PL outperforming and RO worst). For example, some large auto 
manufacturers in the region are ready to resume prosecution, but keep delaying the 
restarting date due to the lack of demand as foreign markets are still under lockdown. 

CIS: on the plateau 
All main CIS countries appear to be on the plateau of the epidemic with number of new 
cases stabilizing over the past 1-2 weeks as rate of growth slowing to low single digits. 
Russia lags behind with daily new cases still exceeding 10K and total case number 
approaching third highest globally. However, even in Russia the number of cases seems 
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to have peaked and may be largely due to an increased testing. As a result, all countries 
have already started gradual exit from the lockdown since the end of April holidays. Main 
sanitary and social distancing requirements remain in place everywhere as most of retail 
outlets also remain closed. However, industries and construction sites have already been 
allowed to operate from early May, even in the most impacted regions like Moscow. 
Next stage of lockdown lifting is set for end of May - early June, with the lifting of 
restrictions on personal commute, further easing of restrictions on retail as well as 
office work. International commute resumption is not actively discussed, but it appears 
to be more likely from late June. Russia is preparing re-open summer resorts from June.  

Lockdown has pushed economic activity down in strong double digits as suggested by 
record low PMI and business sentiment indicators. Easing of restrictions should help to 
contribute to the gradual recovery of economic activity from May onwards. In Russia and 
Kazakhstan investment demand will likely be constrained by a sharp weakness in oil 
prices and corporate profits. In Russia and Ukraine the recovery this year will also likely 
be constrained by a relatively limited fiscal support. With base effect from robust 2019, 
this should keep real GDP negative in 2H20. Overall, this year we expect real GDP to 
drop by 5.6% in Russia and Ukraine, as Kazakhstan is expected to enter its first 
recession since 1998 with 2.3% real GDP decline. 

South Africa: Cautiously re-opening 
President Ramaphosa announced a gradual re-opening of the economy at the end of 
April with a move to Stage 4 of the government’s risk-weighted COVID-19 model (where 
Stage 5 is the most restrictive). This allows for 50% employment in the manufacturing, 
retail, construction, public works and mining sectors with 100% capacity at open cast-
mines. All other gatherings, provincial and international travel remain banned. The 
President has proposed a further relaxation to Stage 3 from end-May, excluding key 
metropolis with high infection rates.  

We forecast a 5.3% recession in South Africa with a recovery to 3.2% in 2021, assuming 
further relaxation of lockdown measures into Q3. April PMI data showed business 
activity declined 25 index points while vehicle sales contracted 30% in March and a near 
100% in April. Consumer and business confidence were down 5 and 8 index points in Q1.  

Confirmed COVD-19 cases in South Africa are comparatively low at 11.4k with 206 
deaths so far (1.8% fatality rate). Authorities have ramped up daily testing capacity to 
about 10K. We see a fiscal gap of 3% of GDP with authorities likely to receive US$4.5bn 
in IMF rapid funding in the coming weeks (100% of quota). National Treasury has also 
increased annual issuance by about R100bn to fill fiscal funding needs. 

Turkey: Reopening the economy is underway 
Turkey’s epidemiological curve has flattened thanks to lockdown measures. So far, about 
1.5mn tests have been conducted, of which 140K cases were identified; 100K have 
already recovered making the fatality rate 2.8%. Daily tests have been hovering around 
35-40K. Lockdown measures included: i) curfew for people aged 65+ and below 20; ii) 
halt of all international and domestic flights; iii) closure of restaurants and cafes; and iv) 
restriction of travel between cities. Strict quarantine regulations have been in place for 
repatriation of residents in remote locations. Weekend curfews have been implemented 
in the past few weeks and are likely to continue until end-May.  

A gradual reopening of the economy has begun with travel restrictions already lifted for 
a few cities. Shopping malls and hairdressers have reopened with strict access 
limitations. This gradual reopening will progress throughout the month.  

Based on high frequency indicators, Turkey’s growth fallout has been in line with peers. 
Consumption is likely to have declined by about 25% since the beginning of lockdown 
based on recent credit card activity. However, credit to corporations has grown robustly 
due to significant regulatory measures. Tourism and travel services are likely to see 
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significant downside shaving 75% off fx revenues for the year. This, together with 
external debt deleveraging, means the TRY remains vulnerable as CBT reserves decline.  

There have been no capacity restrictions in the Turkish health system so far. This is 
mainly due to high hospital and physician capacity. However, further capacity has been 
built in the form of pandemic hospitals. Turkey followed a protocol of testing everyone 
with flu-like symptoms and beginning the treatment immediately after. This has helped 
with the recovery rates and should serve as international best practice in dealing with 
the pandemic. 

MENA: some easing during Ramadan 
Egypt has eased its lockdown for Ramadan by allowing more businesses to reopen and 
shortening a night-time curfew by 1 hour. Malls and businesses will be allowed to open 
on weekends, but are still required to close at 5pm. Authorities suggested they will 
review the measures in 15 days to decide whether to keep them in place. 

Saudi Arabia eased curfews and civilian movement during the day across the country 
until May 13, but kept 24-hour lockdowns in place in the city of Mecca and other locked-
down neighbourhoods. The government also allowed some economic and commercial 
activities such as stores, malls, wholesale and retail shops to re-open until May 13. 
Authorities will also now allow travel into and out of the Qatif province, which was 
sealed off back in March. 

We estimate a month of lockdown shaves on average 1.1ppt of real GDP regionally. 
There is no high-frequency data on economic activity but we expect non-oil real GDP 
growth to register a recession in the calendar year 2020.  On top of a US$2.7bn RFI, 
Egypt is in discussions with the IMF for a 1-year Stand-By Arrangement (SBA). Maximum 
normal SBA access would be 145% of quota, providing total funding of US$4.1bn. This 
which would push Egypt’s total outstanding credit with the IMF into exceptional access 
territory. The SBA is likely to be focused on minimizing the damage to Egypt’s economy 
and guiding it towards narrowing back the imbalances as the shock subsides. In Saudi 
Arabia, authorities have paved the door for deep spending cuts to minimize the fiscal 
deficit at current oil prices. 

SSA: Limited room for prolonged lockdowns 
Total confirmed COVID-19 cases remain low at 32.8K (when excluding North and South 
Africa) with fatality rates at 2.4%. We think this reflects a combination of factors 
including limited testing and reporting capacity; warmer climates and demographics-
with over 65 year olds representing only 3% of sub-Saharan Africa’s population. We note 
that the region is a few weeks behind the rest of the world in terms of the virus’ spread. 
While local transmissions are increasing, large outbreaks remain relatively low. Most 
cases have been recorded in Ghana (5.1k), Nigeria (4.8k), Cameroon (2.7k), Senegal (2k) 
and Ivory Coast (1.9k).  

We expect a 2% contraction in the region this year with the likes of Nigeria (-3.5%) and 
Angola (-2.5%) falling into deep recessions on the back of the COVID-19 and oil shocks. 
High dependence on agriculture, trade and informal sectors make prolonged lockdowns 
particularly challenging with rising risks of social unrest. Nigeria, Ghana and Ivory Coast 
are some of the countries that have begun to reopen following 3-4 weeks of lockdown 
while still imposing some forms of curfew and bans on interstate movement.  

High external vulnerabilities and limited fiscal space have resulted in increased requests 
for IMF support and calls for debt relief. The region has received a total of US$9.6bn in 
IMF rapid funding with Nigeria ($3.4bn), Ghana ($1bn) and Kenya ($0.7bn) the largest 
recipients so far. Ghana and Kenya have also eased monetary policy while Nigeria, 
Angola and Zambia have remained on hold amid FX and external pressures.  
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EMEA Lessons: Idiosyncratic experiences but early lockdowns and testing help 
The spread of and policy responses to the COVID-19 pandemic across EEMEA have been 
widely varied. Early lockdowns and increased testing capacity however, appear to be 
supporting curve flattening in economies such as South Africa, Turkey and CEE. We 
forecast a contraction of at least 6% in EEMEA as countries gradually reopen but remain 
vulnerable to global demand and commodity developments. COVID-19 infection and 
death rates are comparatively low in sub-Saharan Africa but are also a few weeks behind 
the rest of the world in terms of the virus’ spread. With high social costs of prolonged 
lockdowns, countries in the region have begun reopening and easing states of 
emergencies. The IMF has also stepped in to provide rapid funding access but we 
continue to see sizeable funding gaps. 
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Reopening – Unlock me if you can 
Searching for a new normal 
The whole world is suffering the direct and indirect effects of Covid-19. However, Latin 
America is one of the most impacted regions due to a combination of factors. The global 
effect of the virus, coupled with the drop in commodity prices and the direct effects of 
the virus in the region created a perfect storm for a region that was struggling to grow 
even before the aforementioned negative shocks. As the pandemic is still far from 
stabilizing, we have trimmed our growth forecast again and now expect the region to 
contract 6.8% (see Table 7). 

LatAm is one of the most vulnerable regions for a number of reasons. The 
underdeveloped health systems force countries to implement tough lockdown policies to 
avoid saturation (Chart 25). The fragile fiscal stance, coupled with shallow domestic 
financial markets limits the capacity to respond with emergency packages as well as the 
ability to credibly finance them over time without having destabilizing effects down the 
road. The less credible institutions leave governments exposed to multiple equilibria if 
market participants do not perceive the overall strategy to deal with the pandemic time 
consistent. The high degree of labour informality worsens the sanitary trade off as 
extending the lockdown weighs more heavily on poor people that are financially 
constrained and need to work to survive. 

Most of the countries in the region have adopted lockdown policies, some of them 
stricter than others. On the one extreme, Argentina has implemented a full lockdown 
that has lasted already for 2 months and will likely continue at least until the end of the 
month. On the other hand, Mexico has taken a more relaxed approach, though several 
restrictive measures have been implemented too. Some countries, like Colombia, Chile, 

Table 7: LatAm GDP to decline 6.8% in 2020 

 GDP growth 
 2019 2020F 2021F 

LatAm 0.8 -6.8 3.9 
Brazil 1.1 -7.7 3.5 

Mexico -0.1 -8.0 4.5 
Argentina -2.1 -6.5 4.5 

Chile 1.1 -3.2 2.4 
Colombia 3.3 -4.0 3.4 

Costa Rica 2.1 -4.5 2.7 
Dom Rep 5.0 -2.5 5.1 
Ecuador 0.1 -10.0 0.8 

El Slv 2.4 -4.0 3.5 
Panama 3.0 -4.0 4.0 

Peru 2.2 -9.0 6.0 
Source: BofA Global Research 

 

 Chart 25: LatAm has weak health infrastructure  

 
Source: BofA Global Research, WHS 
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Argentina and Costa Rica, are gradually relaxing their curfew, allowing some activities to 
get back to normal, but still the economies remain operating under severe restrictions. 
Other countries, like Brazil, Ecuador or Peru, where the number of cases continue 
growing and the curve is far from stabilizing, are further away from returning to normal.  

In any case, the dramatic under-testing (Chart 25) in the region precludes from having a 
more definite picture of the true state of the pandemic, which adds another layer of 
uncertainty to policymakers at the time of deciding the path to normalization. It is still 
too early to draw conclusions and to disentangle temporary vs permanent effects. One 
thing is clear. Most countries have put in place sizable fiscal packages; couple with 
aggressive monetary stimulus, targeting both sides of the market: consumers and firms. 
Being between a rock and a hard place, most governments had no choice, since doing 
nothing would have been even more disruptive for long term growth. However, most if 
not all LatAm countries will come out of this with their fiscal metrics severely 
deteriorated. Estimates and stress tests of financing needs and debt dynamics show 
that debt levels are expected to spike up.  

Brazil, Mexico, Ecuador, Costa Rica and El Salvador are among the most affected at the 
margin, both in terms of gross financing needs and debt sustainability. Colombia is on 
the border of losing investment grade, with a sharper deterioration ahead than what the 
market expects. The case of Mexico is particularly interesting, as gross financing needs 
are rising sharply despite no significant fiscal package being put in place. Chile and Peru 
have room to manuever due to low levels of debt but even in those countries we will see 
a sizable increase in debt levels. Argentina and Ecuador are already in restructuring 
processes.  

The main risk is a prolonged U-shaped recovery lagging the recovery in the rest of the 
world, as countries lack the ability to commit public revenues to stabilize the fiscal 
stance. If the recovery in LatAm takes longer to materialize than in developed 
economies, we believe the resulting tightening of global financial conditions could have 
long lasting implications and eventually affect long term growth dynamics. 

In what follows we describe in more detail the status of the lockdown in each country 
and the normalization strategy likely to be put in place as the curve stabilizes. 

Brazil: how bad can it be?  
In Brazil, a reopening of the economy seems currently unfeasible, although states' 
situations regarding Covid-19 are very heterogeneous. President Bolsonaro wants a 
reopening of the economy. Bolsonaro issued decrees expanding the list of essential 
services amid the pandemic of the new coronavirus. The publication added: 1) 
production, transport and distribution of natural gas; 2) chemical and petrochemical 
industries of raw materials or health, hygiene, food and beverage products; 3) civil 
construction activities; 4) industrial activities; 5) Gyms; and 6) Barbers and Hair salons. 
On the other hand, the Supreme Court has decided that states have autonomy to decide 
about social isolation measures. Some states have few cases of Covid, but others face a 
rapid growth in the number of cases. These states are considering intensifying isolation 
measures, because healthcare systems are operating near full capacity. Four states 
(Amazonas, Para, Pernambuco and Ceará), have above 90% of intensive care units 
occupied. So far, four state capitals have already imposed lockdown: São Luiz, Fortaleza, 
Salvador and Belém. 

For the country as a whole, the number of cases and deaths per day is still growing, 
reaching more than 11k deaths. Note that testing capacity is limited. Hence, reports of 
cases in particular are probably underestimated. On the week of April 27th, there were 
11,246 people in hospitals due to respiratory problems, from that amount 2,084 are 
confirmed cases coronavirus and the rest is under investigation. Total confirmed cases 
are at 162,699 (as of May 11), with 64,957 already recovered. However, the number of 
cases is growing at a faster pace (9,198 3-day average) than recoveries are (3,208 3-day 
average). 
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Mexico: reopening as synchronized as possible with the US  
In Mexico the curve appears to be flattening, although there are still about 1,700 new 
Covid-19 cases per day (7-day average). Registered deaths from Covid-19 are almost 
4,000 which is a relative low number for a population of more than 120 million people 
compared to other countries. However, data is unreliable because Mexico decided to 
limit COVID-9 testing. Mexico has only performed a total of 0.8 tests per thousand 
people, the lowest in OECD and one of the lowest in LatAm (the US has performed a 
total of 26 tests per thousand, Chile 14). Even now Mexico is only doing 0.02 tests per 
thousand people daily (7-day average), which means cases and deaths are vastly 
underreported.  

Mexico declared a health emergency on March 30 suspending all non-essential activities, 
although some initial measures of social distancing began since March 23. The US-
Mexico border was closed to non-essential travel on March 21, although trade is 
permitted. The Mexican economy contracted -6.1% qoq saar in 1Q (1.6% yoy nsa, as 
reported in Mexico). But the worse month will likely be April when social distancing 
measures were more prevalent (even if unequal across the country). Data so far point to 
a large contraction: auto production fell 98.8% yoy and more than 500k formal jobs were 
lost in April. We estimate a further GDP contraction of -34% in 2Q and -8% in 2020, 
with downside risks. Policy will not help to cushion the blow as the fiscal stimulus 
program is about 0.6% of GDP and monetary policy still has the real (ex-ante) rate at 
1.7%.  

The government announced that it will start lifting some restrictions as soon as May 17, 
although a more comprehensive reopening will only start on June 1. Mexico will likely 
prioritize reopening the manufacturing sector (especially auto and auto parts) and 
tourism. Manufacturing is about 16% of the economy and Mexico is under pressure to 
synchronize with the US in order to prevent disruptions in supply chains. We believe 
manufacturing will open in Mexico at the same time as the US even if testing capacity is 
not improved. Tourism is about 9% of the economy and there is huge pressure from the 
sector to reopen. However, we believe the sector will continue to face low demand when 
restrictions are lifted if testing capacity is not improved significantly. Mexico has a large 
hand-to-mouth informal sector (24% of the economy) which is now been hit 
disproportionally by the pandemic. The sector indirectly puts pressure on the 
government to reopen soon as otherwise social unrest could escalate, particularly given 
the lack of a social safety net and the poor quality of the public health system. 
Geographically Mexico plans to start opening regions with very low number of infections. 

Argentina: Navigating rough waters 
Authorities reacted decisively and quickly implemented a nationwide lockdown in mid-
March, amid the strictest in Latin-America. However, there has been a recent surge of 
cases in certain poor, densely populated areas. Activity costs were large as Argentina 
showed one of the biggest drops in mobility in the region. We revised our GDP growth 
forecast to -6.5%, from -1.5% two months ago, assuming a 11% yoy drop in Q2. 
Construction collapsed close to 50% in March. The government stimulus program is 
around 4% of GDP, intermediate for LatAm standards (2.3% fiscal, 1.7% credit), but lack 
of financing creates risk of deficit monetization and fear of inflation pick up, limiting the 
effectiveness of the package 

The lockdown was extended through May 24. However, some activities can restart, 
especially manufacturing, following a strict health protocol and the request of approval 
from the authorities. The reopening of companies is slow so far amid supply chain issues 
and transportation restrictions. The schools are not expected to reopen before August, 
and at best there will be a mix system (remote+ in school classes).. Argentina strengths 
are a high number of beds per capita and the early reaction that slowed the spread. Slow 
testing, high poverty levels and the arrival of winter are hurdles for the pace of 
reopening. 
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Andeans: Chile and Colombia lead, Peru and Ecuador lag 
Ecuador and Peru, the two countries in Latam where the virus seems to be spreading at 
the most vicious pace, are lagging the reopening process. Both Chile and Colombia 
began to reopen earlier, in late April. Chile has stronger institutions than peers, which 
facilitates the implementation of policies. Colombia’s Covid numbers look fairly good, for 
a 50 million people country, giving the government room to lift restrictions.    

Chile 
Chile is planning a gradual reopening since 24 April when the government presented the 
"Plan of Safe Return". But the pace of it will depend on the evolution of Covid-19 cases, 
and the recent surge in Greater Santiago could delay it. The reopening plan establishes a 
gradual return to work for public employees first, then private sector workers with 
exceptions for risk groups (e.g. elderly and pregnant women). Around 160 malls will start 
to re-open progressively, according to Minister of Economy Lucas Palacios, as part of 
this strategy. Chile was also planning on issuing “immunity cards” but the Ministry of 
Health backtracked on this proposal, arguing that it could create social discrimination.  

Meanwhile, as the reopening plan is not fully implemented, the government is following 
a strategic lockdown approach, that is, removing or adding regions into lockdown 
depending on the virus spread and health system situation. 

In the last week of April, Covid-19 cases in Chile jumped to the four-figures after 
officials started to test people without symptoms. Notably, the government imposed 
total lockdown in Greater Santiago starting on Friday (15 May). The decision came after 
a 60% spike in new cases in Chile to 2,660, most of them in the Santiago region. This is 
the broadest confinement measure so far as the region accounts for 42% of Chile’s 
population. Yet, Health Minister Jaime Mañalich stressed that the number of 
hospitalizations and deaths had reached a peak already and that this was more 
important than the rise in new cases. Prospects for the gradual reopening are positive 
but we cannot exclude risks of delay still: on one hand, high testing (more than 200k thus 
far) provides a clearer picture for the government to act while death rates have been 
stable for some weeks now, with 3-day average new deaths hovering around 10 per day; 
on the other hand, the recent total lockdown imposed in Santiago could delay the re-
opening process. 

Colombia 
Colombia’s reopening process began on 27 April, after more than thirty days of national 
lockdown. The reopening is moving in stages. The first stage mainly entailed easing 
restrictions for two of the most labor-intensive sectors in the economy; manufacturing 
and construction. On 11 May, the government allowed municipalities with no reported 
cases to reopen. According to the Ministry of Commerce, around 60%-70% of the 
economy is now operational. The government has signalled that the next steps will be to 
lift the restrictions for transit of vehicles, domestic tourism and crowded events. The 
last step will be to open the borders for international tourists.   

In a recent report  we revised down our GDP contraction forecast for Colombia to 4%, 
because of the prolongation of the lockdown and the oil shock. But nevertheless it is 
evident that Colombia is moving ahead of other Latam countries on what concerns the 
reopening, and that is supportive for activity.   

Peru 
Given the severity of the pandemic in Peru and guidance from the government that the 
re-opening of the economy will be very slow, we recently slashed our GDP growth 
forecast for 2020 to -9% (from -3% previously). Shockingly, despite having a population 
of 33 million, Peru is ranking in the 13th position in the list of countries with the highest 
number of Covid cases at the global level, only topped by Brazil in Latam. The death 
curve, which arguably provides the hardest data, is not flattening, forcing the 
government to continue suppressing activity. 

http://research1.ml.com/C?q=8ukifGwvMVLbtRNPc5Jttw
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The national lockdown of the population began in mid-March and is scheduled to 
conclude on 25 May. As of now, according to the Ministry of Finance’s estimates, the 
economy is operating at 44% capacity. The government’s objective is to increase the 
capacity in roughly 10pp increments per month, reaching 90% by August.  

Ecuador 
With the highest Covid case count & death toll per capita in Latam – and the most brutal 
combination of shocks (oil, debt default and dollar appreciation) – the Ecuadorean 
economy has an extremely challenging road ahead as it tries to reopen amid the perfect 
storm. Since 4 May, the government has tried to enact a gradual resumption of activities 
based on a “traffic light” strategy, where each municipality is assigned a color –red, 
yellow or green– that determines the level of social distancing. Considering the latest 
developments, we are revising down our Ecuador growth forecast for 2020 to -10%, 
from -6.5% in our previous scenario.  

Lessons 
As previously stated, it is probably too early to talk about the lessons that we can learn 
from LatAm. However, there are some basic ones that are worth to remember. The first 
one is to keep the house in order, avoiding pro-cyclical fiscal policy that limits the room 
of maneuver to deal with sizable negative shocks without compromising either the 
recovery or even worse the long term growth prospects of the country. Chile and Peru 
are a clear example to contrast with Brazil and Argentina. 

The second one is probably the lessons that LatAm did not learn from the rest of the 
world. Being the region where the COVID-19 impacted last in the global cycle of the 
pandemic allowed for most of the countries of the region to react relatively fast to the 
spread of the virus with swift lockdown policies. However, being so much vulnerable 
from an economic standpoint, LatAm countries failed to learn how to administer a smart 
lockdown, treating different regions and cohorts differently to minimize the economic 
costs of the pandemic. The bang-bang all or nothing solution, to some extent driven by 
the perception of popular demand for hard measures, will likely make them pay 
unnecessary economic costs as now policymakers have an incentive to play overly 
conservative to minimize the political costs of opening too early and risking their 
reputation if there is a nasty second round of cases. 
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Testing up + cases down = reopening now 
Testing up, cases down 
In Canada the curve is flattening led by Quebec, the province most affected by COVID-
19 (Chart 27). Canada so far reports 72,419 cases and 5,300 deaths (May 12) with more 
than 50% of deaths being residents of nursing homes. The reduction in cases is even 
more significant given the increase in tests, led by Ontario and Quebec (Chart 28). 
Canada has ramped up tests and fares well in comparison to other DMs and to its trade 
partners in North America (Chart 26).  

The economy is re-opening gradually 
In Canada the economy closed differently according to each province’s own directions. 
Ontario, Quebec, Alberta, Manitoba and Saskatchewan enacted broad orders closing non-
essential or non-priority businesses in mid-March. But British Columbia declared a public 
health emergency and did not issue a general order to close all businesses. Social 
distancing measures were heavily promoted at the federal level. 

With daily cases gradually trending down in all provinces, Some Canadian provinces 

Chart 26: Daily new tests by countries (# tests per million population) 

 
Source: BofA Global Research, Our World in Data 

 

  

Chart 27: Daily new cases by major provinces and national aggregate (# 
cases per million population) 

 
Source: BofA Global Research, Government of Cana da 

 

 Chart 28 Daily new tests by major provinces and national aggregate (# 
tests per million population) 

 
Source:  BofA Global Research, Government of Cana da 
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started to re-open very gradually since late April. Every province has its own plan 
following their own progress containing the virus. In general, for large provinces like 
Ontario, Quebec, Alberta and British Columbia, they have multi-stage re-opening plans 
that progress slowly. These plans kick off with small opening in parks, salons, restaurant, 
retail stores, healthcare and child care services with limited capacity (Table 8), and, 
conditional on no resurgence of cases, extending gradually to cinemas, hotels, concerts 
and sport events which are typically considered to be non-essential and involving larger 
gatherings.  

USMCA region highly integrated and will synchronize to open 
The Canada-US border was closed to non-essential travel on March 21, but trade is 
permitted (same with Mexico-US border). The border is likely to remain closed for some 
more weeks given the still high number of cases in the US, possibly all May and part of 
June, which will continue to impact tourism and services in Canada negatively. However, 
the manufacturing sector (10.2% of GDP) is highly integrated across North America and 
there is already US pressure to open manufacturing plants in Canada and Mexico at the 
same time as in the US (staggered through May). Canada is very exposed to the US as it 
trades 65% of its GDP and 70% of that trade is with the US. The manufacturing sector 
is likely to fully re-open sooner than other sectors, especially with USMCA in effect on 
July 1.  

A firm policy response will help the recovery 
Canada so far has announced 6.3% of GDP in direct fiscal measures at the federal level 
to help the economy. But there are about 3.5% of GDP more in tax deferral measures 
bringing the total federal fiscal help to 10% of GDP. Furthermore, several provinces have 
announced their own stimulus packages, which could add 1-2% of GDP in fiscal stimulus. 
Lending programs by development banks add to about 3-4% of GDP. The central bank 
has already reduced the policy rate to the effective lower bound and has introduced 
asset buying programs that have increased its balance sheet by about 12pp of GDP.  

We believe the door remains open for further fiscal stimulus both at the Federal and 
provincial level, even if we only expect small additions if anything. The door also remains 
open for more financial stimulus (i.e. liquidity provision) if markets dry up again. And the 
Table 8: Current re-opening progress in Canada 

Province GDP share Planned reopening  Time 

Ontario 38.6% Limited opening in schools, childcare, essential 
construction, retail stores Early-May 

Quebec 19.8% Limited opening in construction, manufacturing, 
retails 

Early-May 
(Montreal, late May) 

Alberta 
15.5% 

Limited opening in parks, retail stores, 
restaurants, health care services, childcare, 

museum 
Mid-May 

BC 13.3% Limited opening in parks, retail stores, 
restaurants, health care services Mid-May 

Saskatchewan 3.6% Limited opening on parks, retail stores, 
restaurants, health care services, childcare Late-May 

Manitoba 
3.3% 

Limited opening on parks, retail stores, 
restaurants, health care services, salons, 

childcare, gym, museum 
Early-May 

Nova Scotia 2.0% Park and recreational places Early May 

New Brunswick 
1.7% 

Limited opening in parks, retail stores, 
restaurants, health care services, childcare, gym, 

museum 

Late April - Early 
May 

Newfoundland and Labrador 
1.5% 

Gathering within 10 is allowed; recreational 
places, professional services, in-person 

workplaces 
Mid-May 

Northwest Territories 0.2% Measures expected to be announced in the near 
future  

Nunavut 0.2% No timeline announced to date  
Yukon 0.1% No timeline announced to date   

Source: BofA Global Research, OSLER 
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central bank will continue increasing its balance sheet through asset purchases. 
However, we do not expect further monetary policy stimulus for now, as we do not 
expect a negative policy rate. We do see the policy at the current effective lower bound 
for many quarters. A weaker currency would help the recovery, and our strategists do 
expect USD/CAD to move above 1.5 this year. 

The economy is tanking on Covid-19 and low oil prices 
The economy was growing close to potential before the pandemic hit, with GDP growing 
1.9% yoy in the first two months of the year. But the economy contracted around 9% 
mom sa in March on low oil prices, the first shutdowns and weak external demand as the 
US shut down as well. April’s GDP is likely to be much worse with the full month on lock-
down, even weaker oil prices and the US mostly closed. Job losses in March and April 
add-up to 3 million erasing 15 years of jobs gains. We expect 2Q GDP to fall -35% qoq 
saar, even if some activity resumed at the end of April and the country is set for a 
staggered reopening in May. Notice social distancing seems to have peaked according to 
Google mobility data, so that the worse month for economic activity is likely to be April 
(Chart 29, Table 9).  

Risks are for a protracted recovery 
We expect GDP to fall -8% in 2020 followed by a strong rebound which could start in 4Q 
2020, in part helped by the large fiscal and monetary support Canada is implementing. A 
risk to the downside to our recovery outlook, apart from the virus related risks of a 
potential second wave of infections, is that oil prices remain low. 

  

Chart 29: Google mobility by places (weekly average,%)* 

 
*Number represent drop in relative January benchmark level 
Source: BofA Global Research; Google 

 

 Table 9: Heatmap of Google mobility by places (weekly average,%)* 

Date 
Retail and 
recreation 

Grocery 
and 

phamacy Park 
Transit 
stations Workplaces 

2/24/2020 4 3 17 1 2 
3/2/2020 2 3 5 1 1 
3/9/2020 5 4 20 0 1 

3/16/2020 -4 18 6 -16 -5 
3/23/2020 -41 -4 3 -52 -40 
3/30/2020 -55 -24 -16 -66 -54 
4/6/2020 -55 -25 -14 -68 -56 

4/13/2020 -57 -27 -13 -69 -62 
4/20/2020 -52 -23 -8 -65 -54 
4/27/2020 -51 -23 -3 -64 -52 
5/4/2020 -47 -19 13 -61 -50 

*Number represent drop in relative January benchmark level 
Source: BofA Global Research; Google 

 

-90

-70

-50

-30

-10

10

30

50

Feb-20 Mar-20 Mar-20 Apr-20 Apr-20 May-20

Retail and recreation Grocery and phamacy
Park Transit stations
Workplaces



 
 

36 Global Economic Weekly | 15 May 2020  
 

 

Global Economic forecasts 
 

Global economic forecasts 

  GDP growth, % CPI inflation*, % Short term interest rates**, % 
 2018 2019 2020F 2021F 2018 2019 2020F 2021F Current 2019 2020F 2021F 
Global and Regional Aggregates                         
Global 3.8 3.1 -3.6 6.6 3.2 3.1 2.4 2.2 2.52 3.14 2.02 2.07 
Global ex US 4.0 3.3 -3.2 6.8 3.4 3.3 2.8 2.8 2.99 3.46 2.39 2.46 
Global ex China 3.0 2.3 -5.0 5.9 3.5 3.1 2.5 2.4 1.97 2.86 1.68 1.74 
Developed Markets 2.2 1.7 -6.5 6.1 2.0 1.5 0.6 0.9 -0.10 0.65 -0.10 -0.10 
Emerging Markets 4.9 4.1 -1.8 6.9 4.0 4.1 3.6 3.4 4.18 4.82 3.36 3.43 
Emerging Markets ex China 3.9 2.9 -3.5 5.7 5.0 4.8 4.4 4.5 4.08 5.21 3.49 3.60 
Europe, Middle East and Africa (EMEA) 2.4 1.6 -6.3 6.4 4.2 3.5 2.4 2.6 2.19 2.89 1.88 1.81 
European Union 2.3 1.6 -7.2 7.7 1.9 1.4 0.6 1.0 -0.30 -0.19 -0.34 -0.32 
Emerging EMEA 3.0 2.1 -4.2 4.6 7.3 6.3 4.8 4.7 5.35 6.92 4.67 4.53 
Emerging Asia 6.1 5.3 -0.2 8.0 2.5 2.7 2.7 1.8 3.94 4.14 3.06 3.08 
ASEAN 5.2 4.6 -3.6 7.0 2.7 2.0 1.7 2.2 3.43 4.11 3.09 3.13 
Latin America 1.7 0.8 -6.8 3.9 6.6 8.2 7.0 6.7 3.49 5.04 2.80 3.72 
G6                         
US 2.9 2.3 -5.6 5.3 2.4 1.8 0.8 1.1 0.13 1.63 0.13 0.13 
Euro area 1.9 1.2 -7.6 8.3 1.8 1.2 0.3 0.8 -0.50 -0.50 -0.50 -0.50 
Japan 0.3 0.7 -4.0 3.0 1.0 0.5 -0.4 -0.3 -0.10 -0.10 -0.10 -0.10 
UK 1.3 1.4 -12.9 8.1 2.5 1.8 0.8 1.2 0.10 0.75 0.10 0.10 
Canada 2.0 1.6 -8.0 9.0 2.3 2.0 2.1 2.9 0.25 1.75 0.25 0.25 
Australia 2.7 1.8 -4.4 3.5 1.9 1.6 0.6 0.7 0.25 0.75 0.25 0.25 
Euro area                         
Germany 1.5 0.6 -7.9 9.8 2.0 1.4 0.5 1.2 -0.50 -0.50 -0.50 -0.50 
France 1.7 1.3 -6.5 7.7 2.1 1.3 0.2 0.9 -0.50 -0.50 -0.50 -0.50 
Italy 0.8 0.3 -7.9 8.2 1.2 0.6 0.1 0.7 -0.50 -0.50 -0.50 -0.50 
Spain 2.4 2.0 -7.8 8.7 1.7 0.8 -0.3 0.9 -0.50 -0.50 -0.50 -0.50 
Netherlands 2.6 1.8 -7.0 7.4 1.6 2.7 1.1 1.6 -0.50 -0.50 -0.50 -0.50 
Belgium 1.5 1.4 -5.8 7.8 2.3 1.2 0.5 1.3 -0.50 -0.50 -0.50 -0.50 
Austria 2.4 1.5 -9.2 11.0 2.1 1.5 1.1 1.4 -0.50 -0.50 -0.50 -0.50 
Greece 1.9 1.9 -7.5 9.8 0.8 0.5 0.7 0.8 -0.50 -0.50 -0.50 -0.50 
Portugal 2.6 2.2 -7.8 8.0 1.2 0.4 0.9 1.0 -0.50 -0.50 -0.50 -0.50 
Ireland 8.3 2.8 -6.3 8.2 0.7 1.1 1.1 1.1 -0.50 -0.50 -0.50 -0.50 
Finland 1.6 1.0 -8.4 7.8 1.2 1.1 0.5 1.0 -0.50 -0.50 -0.50 -0.50 
Other Developed Europe                         
Switzerland 2.7 0.8 1.0 1.1 0.9 0.4 0.1 0.5 -0.75 -0.75 -0.75 -0.75 
Sweden 2.2 1.3 -3.2 3.0 2.0 1.7 0.6 1.3 0.00 0.00 -0.25 -0.25 
Emerging Asia                         
China 6.8 6.1 1.2 8.8 2.1 2.9 2.3 1.3 4.35 4.15 3.15 3.15 
India 6.6 5.1 -0.9 8.5 3.4 3.4 5.1 3.0 4.40 5.15 3.65 3.65 
Indonesia 5.2 5.0 -1.7 5.9 3.3 2.8 2.8 2.7 4.50 5.00 4.00 4.00 
Korea 2.7 2.0 0.2 2.6 1.5 0.4 1.1 1.2 0.75 1.25 0.50 0.50 
Taiwan 2.7 2.7 0.5 3.4 1.5 0.6 0.3 1.4 1.13 1.38 0.63 0.63 
Thailand 4.2 2.4 -9.0 5.2 1.1 0.7 -1.1 0.5 0.75 1.25 0.50 0.75 
Malaysia 4.7 4.3 -8.0 10.3 1.0 0.7 -1.6 2.1 2.00 3.00 1.50 1.50 
Philippines 6.2 5.9 -2.0 7.5 5.2 2.5 2.4 3.1 2.75 4.00 2.75 2.75 
Singapore 3.4 0.7 -5.7 6.3 0.4 0.6 -0.2 0.4     
Hong Kong 2.9 -1.2 -5.9 4.1 2.4 2.9 -1.0 1.1 1.20 2.43 2.60 2.60 
Vietnam 7.1 7.0 0.2 10.0 3.5 2.8 5.0 3.1 5.00 6.00 5.00 5.00 
Source: BofA Global Research 
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Global economic forecasts 

  GDP growth, % CPI inflation*, % Short term interest rates**, % 
 2018 2019 2020F 2021F 2018 2019 2020F 2021F Current 2019 2020F 2021F 
Latin America                         
Brazil 1.3 1.1 -7.7 3.5 3.7 3.7 2.7 3.2 3.00 4.50 2.25 3.75 
Mexico 2.1 -0.1 -8.0 4.5 4.9 3.6 3.1 3.8 5.50 7.25 5.00 5.00 
Argentina -2.5 -2.1 -6.5 4.5 33.7 53.6 47.1 38.6 38.00 63.00 40.00 35.00 
Colombia 2.5 3.3 -4.0 3.4 3.2 3.5 3.7 3.1 3.25 4.25 1.75 3.00 
Chile 3.9 1.1 -3.2 2.4 2.3 2.3 2.9 2.0 0.50 1.75 0.50 1.75 
Peru 4.0 2.2 -9.0 6.0 1.3 2.1 2.1 2.0 0.25 2.25 0.25 1.00 
Ecuador 1.3 0.1 -10.0 1.5 -0.2 -0.1 -2.0 -0.5     
Uruguay 1.6 0.2 -1.5 4.3 7.6 8.0 8.5 7.5     
Costa Rica 2.7 2.1 -4.5 2.7 2.2 1.5 0.3 1.9 1.25 2.75 0.25 0.25 
Dominican Republic 7.0 5.0 -2.5 4.3 3.6 3.7 2.3 3.5 3.50 4.50 1.50 3.00 
Panama 3.7 3.0 -4.0 3.8 0.8 -0.2 0.3 0.2     
El Salvador 2.4 2.4 -8.0 3.5 1.1 0.0 -1.5 0.5     
EEMEA                         
Russia 2.5 1.3 -5.6 6.3 2.9 4.5 3.1 3.3 5.50 6.25 3.50 3.50 
Turkey 2.8 0.9 -5.1 4.7 16.3 15.5 9.7 7.1 8.75 12.00 7.75 7.00 
Nigeria 1.9 2.2 -3.5 1.4 12.1 11.2 13.2 13.0 13.50 13.50 13.50 13.50 
Egypt 5.3 5.6 2.5 3.5 20.9 13.9 5.7 9.3 9.25 12.25 9.25 9.25 
Poland 5.1 4.2 -4.5 5.0 1.6 2.3 2.7 1.7 0.50 1.50 0.50 0.50 
South Africa 0.8 0.2 -5.3 3.2 4.6 4.1 3.1 3.6 4.25 6.50 4.25 4.25 
Romania 4.4 4.2 -7.0 6.0 4.6 3.8 2.0 2.3 2.00 2.50 1.00 1.50 
Ukraine 3.3 3.2 -5.6 7.4 10.9 7.9 4.8 4.5 8.00 14.50 10.50 9.00 
Czech Republic 2.8 2.4 -6.7 7.1 2.2 2.8 2.6 1.3 0.25 1.75 0.05 0.25 
Israel 3.4 3.5 -4.0 4.5 0.8 0.8 -0.2 0.4 0.10 0.25 0.10 0.10 
Hungary 5.1 4.9 -5.0 5.2 2.8 3.3 2.0 2.5 0.90 0.90 0.90 0.90 
Saudi Arabia 2.4 0.3 -2.6 1.2 2.5 -2.1 2.0 2.0 0.50 2.25 0.50 0.50 
Notes: Global and regional aggregates are based on the IMF PPP weights unless stated otherwise. Countries within each region are ordered according to these weights. Argentina has been excluded from our monetary 
policy-rate aggregates.* Annual averages. The HICP measure of inflation is used for Euro area economies. ** Central bank target rate, year-end, where available, short-term rates elsewhere.  
Source: BofA Global Research 

 

 

Real GDP growth, qoq annualized % 

  1Q 2019 2Q 2019 3Q 2019 4Q 2019 1Q 2020 2Q 2020 3Q 2020 4Q 2020 1Q 2021 2Q 2021 3Q 2021 4Q 2021 2020 2021 
Developed Markets                             
United States 3.1 2.0 2.1 2.1 -4.8 -30.0 -1.0 25.0 9.0 4.0 3.0 3.0 -5.6 5.3 
Euro Area 1.8 0.6 1.2 0.5 -14.9 -47.8 64.1 28.8 3.6 1.2 1.1 1.1 -7.6 8.3 
Japan 2.2 2.3 0.1 -7.1 -2.8 -22.0 19.1 5.0 1.8 3.0 2.4 1.9 -4.0 3.0 
United Kingdom 2.7 -0.6 2.1 0.1 -7.7 -68.4 74.9 36.0 6.1 4.9 2.4 2.0 -12.9 8.1 
Canada 1.0 3.4 1.1 0.3 -10.0 -35.0 3.0 27.0 15.0 11.0 6.5 5.5 -8.0 9.0 
Australia 1.6 2.6 3.7 3.4 0.3 -21.4 -8.1 1.9 2.0 3.6 2.8 2.4 -4.4 3.5 
G6 Aggregate 2.4 1.5 1.6 0.4 -8.0 -37.2 26.9 24.0 6.3 3.3 2.4 2.3 -6.6 6.3 
Emerging Markets                             
China 8.6 4.7 3.4 7.0 -34.6 49.0 13.0 12.0 3.0 3.8 3.8 9.2 1.2 8.8 
Indonesia 4.4 5.7 4.8 5.1 -3.0 -21.1 10.4 7.5 7.1 8.0 7.5 7.7 -1.7 5.9 
Korea, Republic Of -1.5 4.2 1.6 4.7 -4.9 -6.8 7.6 8.6 1.3 -4.5 5.1 7.3 0.2 2.6 
Thailand 3.2 1.4 0.6 1.0 -13.6 -34.8 8.5 11.6 8.2 11.3 4.9 4.8 -9.0 5.2 
Singapore 2.3 -0.8 2.2 0.6 -17.7 -25.4 27.9 13.3 2.6 4.7 6.8 4.4 -5.7 6.3 
Hong Kong 5.3 -2.0 -11.5 -2.0 -19.6 -4.6 10.6 15.3 1.4 0.6 0.0 0.5 -5.9 4.1 
Brazil 0.0 2.1 2.5 2.0 -12.2 -45.1 34.4 34.1 3.6 -33.2 25.1 14.3 -7.7 3.5 
Mexico -0.5 -0.4 -0.3 -0.5 -4.5 -34.0 -5.0 23.0 10.0 6.0 2.0 1.5 -8.0 4.5 
Colombia 3.5 5.3 2.3 1.0 3.3 3.3 3.3 3.3 n.a. n.a. n.a. n.a. -4.0 3.4 
Chile 0.9 3.3 3.1 -15.5 11.2 -19.2 18.7 -2.5 5.0 -4.8 5.4 1.0 -3.2 2.4 
Peru -1.9 4.1 2.4 9.1 3.0 3.0 3.0 3.0 n.a. n.a. n.a. n.a. -9.0 6.0 
Turkey 8.1 4.6 3.1 8.0 8.1 4.6 3.1 8.0 12.6 12.6 12.6 12.6 -5.1 4.7 
South Africa -3.1 3.2 -0.6 -1.4 -3.1 3.2 -0.6 -1.4 0.0 -0.1 0.7 0.5 -5.3 3.2 
Source: BofA Global Research 
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Monetary policy forecasts 
 Key meeting dates and expected rate change (bp) 
 Current 20-Apr 20-May 20-Jun 20-Jul 20-Aug 
Developed Markets             
Fed 0.00 unch - 10th 29th - 
ECB 0.00 unch - 4th 16th - 
BoJ -0.10 unch - 16th 15th - 
BoE 0.10 - unch 18th - 6th 
BoC 0.25 unch - 3rd 15th - 
Riksbank 0.00 unch - - 1st - 
SNB -0.75 - - 18th - - 
Norges Bank 0.00 - -25bp 18th - 20th 
RBA 0.25 unch unch 2nd 7th 4th 
RBNZ 0.25 - unch 24th - 12th 
Emerging Asia             
China (lending rate) 4.35      
    Req. res. ratio* 12.50      
India** 4.65      
    Repo rate 4.40 - - 5th - 5th 
    Cash res. ratio 3.00 - - 5th - 5th 
Korea  0.75 unch 28th - 16th 27th 
Indonesia  4.50 unch 19th 18th 16th 19th 
Taiwan  1.13 - - 18th - - 
Thailand  0.75 - 20th 24th - 5th 
Malaysia  2.00 - -50bp - 7th - 
Philippines  2.75 - 21st 25th - 20th 
Latin America             
Brazil  3.00 - -75bp 17th - 5th 
Chile  0.50 - unch 16th 15th - 
Colombia  3.25 -50bp 29th 26th 31th 28th 
Mexico  5.50 - -50bp 25th - 13th 
Peru  0.25 -100bp unch 11th 9th 13th 
Emerging EMEA             
Czech Republic  0.25 - -75bp 24th - 6th 
Hungary  0.90 unch 26th 23th 21th 25th 
Israel  0.10 -15bp 25th 6th - 24th 
Poland 0.50 -50bp 28th 3rd 8th - 
Romania 2.00 - 12th - - - 
Russia 5.50 -50bp - 19th 24th - 
South Africa 4.25 - 21st - 23rd - 
Turkey  8.75 -100bp 21st 25th 23rd 20th 
Note: Bolded data are expectations in basis points.  “—“ denotes no meeting. TBA: MPC meeting not yet set. *Major five banks. **Reverse repo rate. 

Source: BofA Global Research, Central Banks 
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FX, rates and commodity forecasts 
 
Quarterly forecasts 

  Spot 20-Jun 20-Sep 20-Dec 21-Mar 21-Jun 21-Sep 
FX forecasts               

G6               
EUR-USD 1.08 1.02 1.02 1.05 1.08 1.10 1.12 
USD-JPY 107 105 102 103 103 103 103 
EUR-JPY 116 107 104 108 111 113 115 
GBP-USD 1.22 1.16 1.16 1.21 1.24 1.26 1.27 
USD-CAD 1.40 1.46 1.50 1.50 1.50 1.50 1.50 
AUD-USD 0.65 0.56 0.58 0.62 0.66 0.66 0.68 
Asia               
USD-CNY 7.10 7.20 7.10 6.95 6.85 6.80 6.75 
USD-INR 75.57 76.00 75.00 74.00 72.00 71.00 71.00 
USD-IDR 14885 16200 15500 15000 14800 14500 1400 
USD-KRW 1228 1300 1280 1260 1230 1190 1150 
Latin America               
USD-BRL 5.81 6.00 5.90 5.85 5.85 5.90 5.90 
USD-MXN 23.89 24.40 24.70 25.00 25.00 25.00 25.10 
Emerging Europe               
EUR-PLN 4.56 4.30 4.32 4.33 4.33 4.33 4.33 
USD-RUB 73.48 80.00 70.00 68.00 68.00 68.00 68.00 
USD-TRY 6.93 6.10 6.20 6.25 6.28 6.33 6.36 
USD-ZAR 18.43 17.50 15.30 15.00 14.70 14.60 14.35 

Rates forecasts               
US 10-year 0.62 0.67 0.50 0.60 1.00 1.25   
Germany 10-year -0.54 -0.47 -0.40 -0.40 -0.40 -0.40   
Japan 10-year 0.00 -0.15 -0.10 -0.05 0.00 0.05 0.05 
UK 10-year 0.20   0.40 0.40 0.50 0.50   
Canada 10-year 0.53 1.40 1.40 1.40 1.40     

Commodities forecasts               
  WTI Crude Oil - $/bbl 27.40 20.0 28.0 34.0       
  Brent Crude Oil - $/bbl 31.16 30.0 37.0 41.0       
  Gold $/oz 1731.25 1750 1650 1800       

Source: Spot exchange rate as of day of publishing. The left of the currency pair is the denominator of the exchange rate. Currency forecasts are for end of period.  
Source: BofA Merrill Lynch Global Research 
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In this month’s report we answer some top investor questions: 

1. After an intense equity rally, are we still bullish? We find reasons to be 
cautious: markets underestimate 2nd-wave infection risks & political potency of 
the gap between labor and capital (Chart 1); 30% of firms stopped guiding EPS; 
and a big market correction may be needed to spur Congress to pass more aid. 

2. What does record stimulus mean for growth & inflation? Public debt will 
rise sharply to make a rebound possible. But spending on high-multiplier 
policies can actually reduce debt-to-GDP, and markets are sounding alarm bells 
about deflation, not inflation. There’s no evidence for fears of “crowding out”. 

3. What’s the best asset allocation today? The end of 60/40 means we favor 
equity & credit structurally vs. expensive government bonds. Tactically, we find 
that many parts of the credit market look more attractive than equities. 

4. Is it time to buy energy stocks? Investors looking for value or yield should favor 
financials or even mining companies rather than energy stocks, in our view. Energy 
firms may need to cut production and capex further or potentially, even consolidate. 

5. What’s the next step in US/China economic decoupling? The trade & tech war 
has been a wash. The US advantage in capital markets suggests a capital war likely 
in 2020 & beyond. Blocking US investment to Chinese A-shares, delisting ADRs, and 
even discussions about capital controls are three areas to watch. 

Chart 1: Wall St vs Main St 

 
Source: BofA Research Investment Committee, Bloomberg  
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The RIC Outlook 
In this month’s report we answer some top questions investors we speak to have been 
posing: 

1. After an intense equity rally, are we still bullish?  
Updating our view from the RIC in Pictures, we find several reasons to be cautious: 

1. Not waving but drowning: markets are underestimating the risk of a second wave 
of infections, made urgent given a South Korean outbreak & a German infection 
rate >1. Cases are still rising in the US outside NY (Chart 2) even as the percentage 
of the population under restrictions is set to ease (Chart 3). The effects on many EM 
countries are still not clear.  

2. Flying blind: 30% of S&P 500 firms have stopped providing earnings guidance and 
the ratio of positive vs. negative sentiment on corporate earnings calls is the worst 
since 2012 (link), making valuation and fundamental investing harder than ever. 

3. Wall St vs. Main St: political pressure on payouts very high…1 in 4 S&P 500 firms 
are cutting buybacks/dividends and the gap between market returns and job losses 
(Chart 1) creates incentives for more populist politics ahead of November elections.  

4. Hoover’s ghost: the greatest risk is that spring Congressional budget magnanimity 
becomes a summer of fiscal austerity. Every sector’s spending is another’s income… 
when companies & households are saving, only public spending can end a recession. 
A big market correction to 2650 may be necessary to focus the mind. 

Chart 2: NY vs US virus cases 

 
Source: BofA Research Investment Committee, New York Times  

 

 Chart 3: Percentage of US population under lockdown 

 
Source: BofA Research Investment Committee, University of Washington 

 

The key confirmation of fresh market upside will be a broader rally, confirmed by HY 
bond leadership (see Pics page 4) and relative breakouts by small caps, value, and equal-
weighted indexes. 

We find that large declines in S&P 500 concentration often precede major rallies. When 
the share of market cap in the top 5 names falls sharply from a peak, returns in the next 
3/6/12 months were 6%/9%/20% respectively (Chart 4).  
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Chart 4: Broadening of market cap tends to precede major rallies 

 
Source: BofA Research Investment Committee, Bloomberg 

2. What does record stimulus mean for growth & 
inflation? 
The $7.4tn in fiscal stimulus approved globally this year implies a big rise in public debt. 
Some investors & policymakers have sounded the alarm about public debt levels. The 
challenge with such rhetoric is always to find an argument that hasn’t been made 
(incorrectly) each of the last 50 years. “This will not end well” is not an argument.  

We are not concerned about US public debt levels and expect fiscal authorities to do 
more, for several reasons: 

What debt is for: Government balance sheets are fundamentally unlike household or 
corporate balance sheets. During any given period, public sector deficits are just the 
obverse of the private (& recently, foreign) sector surplus (Chart 5). During a recession, 
high public sector spending makes a private sector rebound possible. 

Chart 5: Sectoral balances 

 
Source: BofA Research Investment Committee, Bureau of Economic Analysis  

-1.5%

-1.0%

-0.5%

0.0%

0.5%

1.0%

1.5%

2.0%

1990 1995 2000 2005 2010 2015 2020

Share of SPX market cap in
top 5 names (1m % chg)

Dot Com  
bubble 

GFC 

QE1 
Debt ceiling  
crisis ends 

COVID-19 
pandemic 

End of Dot Com  
bear market 

Shanghai 
Accord End of  

Fed hiking 

-13%

-10%

-7%

-3%

0%

3%

7%

10%

13%

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Private Public Foreign
US net lending/borrowing (4q avg % GDP) 

Lending 

Borrowing 



 
 

4 The RIC Report | 12 May 2020  

 

 

How debt is spent: Priorities matter, and the good news is that current efforts to 
boost demand, keep businesses intact, and support state & local governments have 
multipliers of $1.3 to $1.9 of GDP for each $1 spent (RIC in Pics page 12). Sometimes 
concerns of waste are right: e.g. each $1 in corporate tax cuts increases GDP by just 
$0.32. But note that with multipliers above one, public spending actually reduces the 
debt-to-GDP ratios that fiscal hawks watch so carefully. 

Where debt is priced: markets are warning constantly about the threat of deflation, 
not inflation. Bond yields are at record lows and the trade-weighted US dollar is the 
strongest in history. Critics of counter-cyclical fiscal policy can choose to believe that 
markets price assets efficiently, or that a debt-fueled crisis is looming, but not both. 

What debt competes with: in theory, public investment “crowds out” private 
investment and thereby reduces productivity. In practice, investment capital is as cheap 
as it has ever been and yet private investment & productivity keep falling. 

When safe assets are scarce, to meet retirement goals households are forced either to 
reduce consumption & increase savings (Chart 6) or to invest in riskier assets. A scenario 
where safe asset shortage is ended by issuing more Treasury bonds could actually raise 
consumption and improve financial stability by avoiding asset bubbles. 

Chart 6: Lower yields force households to save more 

 
Source: BofA Research Investment Committee, Haver  

What about taxes? Concerns of higher taxes seem to us misplaced. Congress has just 
approved and has already begun distributing money (via PPP etc.) that was in no prior 
budget. Those funds did not first have to be “raised” in the form of taxes. Taxes do not 
finance public spending the way that household income enables spending. Taxes are a 
way to extinguish “excess” money and reduce inflation.  

If policy succeeds wildly and demand-driven inflation rises to 4%, 5% or more, then 
taxes might be raised; but demand that strong would imply high growth & profits, more 
than offsetting the burden. In our view, the only other catalyst for higher taxes could be 
populist discontent caused by prolonged recession. “Bread today blunts the tips of 
pitchforks tomorrow”. 

3. What’s the best asset allocation today? 
Our “end of 60/40” thesis means we favor equity & credit assets structurally rather than 
expensive government bonds. As we argued last month, the benefits of Treasury 
“insurance” to a portfolio in a recession don’t offset the opportunity cost over a full 
market cycle. 
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Tactically, we find that many parts of the credit market today look more attractive than 
equities. After adjusting for volatility over the past ten years, yields on corporate bonds 
and other credits are considerably higher than the earnings yield in most equity regions 
and sectors (Chart 7). 

Our colleagues in credit research have identified $280bn in potential IG downgrades to 
HY (“fallen angels”) over the next 12 months (link). But the news is better than it sounds: 
for IG ETF owners, just 1.6% of fund assets are at risk; and if all downgrades were to 
happen at once, the likely price impact would be just 0.4%. For HY buyers, history shows 
that fallen angels tend to outperform following downgrades (Chart 8), and our colleagues 
note that HY ETFs have good exposure to the sectors & maturities where opportunities 
are most likely to appear. 

Chart 7: Relative valuation favors credit vs. equity 
Yield per unit of volatility 

 
Source: BofA Research Investment Committee, ICE BofA Indices, Bloomberg 

 

 Chart 8: Fallen angels tend to outperform after being downgraded 

 
Note : Medians based on 159 Fallen Angel events since 2013.  BBB&BB is a market value weighted 
average of BBB and BB rated spreads.  Currently this is 84% BBB, 16% BB 
Source: ICE Data Indices, LLC, BofA Global Research 

 

4. Is it time to buy energy stocks? 
Investors looking for value or yield should favor financials over energy, in our view. 

Global energy stocks offer a 7% dividend yield, far higher than any other sector. But 
today the sector is groaning under a barbell of risks: in the near term, the deepest 
demand shock in modern history and a supply glut thanks to OPEC+; in the long term, 
threats of obsolescence from EVs & alternatives, and of total rejection by ESG investors. 

Within US equity sectors, we find the volatility-adjusted earnings yield is lowest in 
energy and highest in financials (Chart 7). Energy represents just 3% of S&P 500 market 
cap (less than Apple), a level at which other sectors have become “dead money” per our 
US equity colleagues (link). Energy firms may need to cut production & capex much 
further and even consolidate. 

Contrast with financials, which have record-low leverage ratios, much greater ability to 
raise payouts post-crisis, and can benefit from housing strength once the US safely 
reopens. Erika Najarian argues that a faster loss provision cycle and faster reserves 
release could mean the cycle lows for banks are already in (see Equity Highlights below). 

5. What’s the next step in US/China economic decoupling? 
Globalization, the unchecked flow of people, goods, and capital, is becoming managed 
more intently. For people, the effects of COVID-19 may complete what immigration 
restrictions had already begun. For goods, trade disputes between the US/China, UK/EU, 
Japan/South Korea, and others are set to accelerate. Conflicts over flows of capital will 
be the last and most important “Global to Local” shift, in our view. 
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The US/China trade war has been a wash. Recent news that Apple is shifting a fifth of 
production capacity out of China supports BofA’s departmental view that shifting supply 
chains will happen, but gradually and unevenly. Trade wars are messy and difficult to win. 

By contrast, the US advantage in financial markets makes a capital war more likely in 
2020 & beyond, in our view. Rules about capital flows are operationally easier to 
implement, tend to experience less interference from international governing bodies, 
and can be implemented via Treasury or Commerce, i.e. without Congress. 

We expect US/China conflicts to intensify this year. The administration’s approach so far 
seemingly has populist support…  a Harris poll (of 2,000 people) found 83% of 
Americans favor a continuation or even tougher position on China (91% Republicans, 
74% Democrats); and campaign strategists are already making it a key issue in ads. 

• Pensions: the first skirmish, over whether federal pensions should track indexes 
that include Chinese equities (including defense & surveillance companies), is likely 
a test case for larger efforts to come. The White House is issuing an executive order 
to ban the $700bn Thrift Savings Plan from making those investments. 

• ADRs: A delisting of Chinese equities from US exchanges may be considered. In 
April, SEC Chairman Jay Clayton became vocal about the risks of investing in 
Chinese ADRs, which do not adhere to Sarbanes-Oxley accounting standards or 
provide audited statements. ADRs are often Cayman Islands-based “Variable Interest 
Entity” (VIE) legal structures, which do not provide ownership of the underlying 
company and do not confer voting rights. Chinese state authorities could revoke 
permission of these companies (as it has done from time to time in the past) to 
distribute profits to foreign VIE shareholders. 

• Why this matters: US investors own nearly 10% of the 100 largest Chinese 
companies, with $5.4tn in market cap (Table 1). 

• Capital controls: markets are also ripe for other forms of intervention. More 
serious still would be taxing foreign capital inflows to limit Chinese access to the 
US Treasury market. A 2019 Senate bill proposed just this step, flagging the 
positive expected effects on global imbalances and growth. 

Table 1: Top 20 Chinese companies by percentage held among US investors 

BBG Ticker Name Market cap, $mn US  holdings, $mn % US holding 
YUMC US EQUITY Yum China Holdings Inc 18,771.2 10,037.0 53.5% 
BIDU US EQUITY Baidu Inc 27,293.2 13,728.8 50.3% 
EDU US EQUITY New Oriental Education & Techn 20,147.4 9,896.9 49.1% 
JD US EQUITY JD.com Inc 55,122.8 19,372.5 35.1% 

TAL US EQUITY TAL Education Group 21,293.7 7,177.5 33.7% 
2318 HK EQUITY Ping An Insurance Group Co of 76,585.0 25,644.3 33.5% 
BABA US EQUITY Alibaba Group Holding Ltd 554,518.9 167,739.0 30.2% 
3968 HK EQUITY China Merchants Bank Co Ltd 22,005.3 6,428.2 29.2% 
NTES US EQUITY NetEase Inc 45,218.8 10,375.1 22.9% 
3988 HK EQUITY Bank of China Ltd 32,044.1 6,826.9 21.3% 
ZTO US EQUITY ZTO Express Cayman Inc 17,079.6 3,625.4 21.2% 
1398 HK EQUITY Industrial & Commercial Bank o 59,016.1 11,550.0 19.6% 
6186 HK EQUITY China Feihe Ltd 18,626.3 3,611.3 19.4% 
PDD US EQUITY Pinduoduo Inc 33,176.6 6,254.8 18.9% 
700 HK EQUITY Tencent Holdings Ltd 513,989.4 87,600.2 17.0% 
2313 HK EQUITY Shenzhou International Group H 17,523.5 2,840.7 16.2% 
960 HK EQUITY Longfor Group Holdings Ltd 30,335.0 4,829.4 15.9% 
1177 HK EQUITY Sino Biopharmaceutical Ltd 18,418.3 2,518.3 13.7% 
688 HK EQUITY China Overseas Land & Investme 40,217.3 5,259.6 13.1% 
2020 HK EQUITY ANTA Sports Products Ltd 22,816.9 2,708.5 11.9% 

Source: BofA Global Research, Bloomberg 
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Macro Highlights 
The reopening of the US has started…and we can track it 
Michelle Meyer illustrates that aggregated BofA credit and debit card data shows further 
healing in consumer spending. We are now seeing clear evidence of an improving trend 
in spending which kicked off with the CARES stimulus payments on April 15th. Spending 
online continues to dominate across sectors (see Table below). BofA card data will be 
particularly helpful in tracking the spending consequences of reopening of businesses 
across the country. Bottom line: We expect the reopening process will be slow, but we 
are starting to see some encouraging signs. A full recovery, however, won’t be realized 
until the labor market has been restored. 

Table 2: Aggregated daily spending by major category (% year-over-year growth) 

  5/2 
5/1 

(Pay day 
effects) 

4/30 4/29 4/28 4/27 4/26 4/25 4/24 4/23 4/22 4/21 4/20 

Airlines -107% -102% -100% -97% -100% -106% -90% -112% -105% -105% -99% -102% -106% 
Lodging -86% -81% -88% -88% -89% -92% -85% -90% -90% -92% -92% -92% -95% 
Entertainment -71% -84% -93% -94% -98% -93% -96% -96% -97% -96% -95% -93% -99% 
Restaurants -48% -41% -41% -42% -40% -43% -55% -51% -46% -45% -43% -42% -43% 
Transit -51% -61% -64% -59% -65% -63% -74% -61% -63% -64% -65% -63% -69% 
Gas -42% -44% -46% -48% -47% -47% -51% -46% -48% -48% -47% -47% -50% 
Clothing -67% -45% -42% -42% -40% -41% -63% -70% -53% -46% -44% -43% -46% 
Furniture -31% -4% -4% -19% -10% -7% -40% -44% -16% -17% -7% -13% -11% 
Department store -73% -56% -49% -45% -40% -31% -67% -76% -61% -52% -48% -45% -42% 
Online electronics 125% 155% 132% 53% 87% 124% 150% 152% 119% 116% 116% 135% 117% 
Grocery 17% 23% 30% 17% 28% 19% -1% 19% 30% 34% 31% 29% 16% 
General Merchandise -7% 3% 12% 8% 18% 17% -15% -12% 4% 12% 11% 13% 1% 
Health, personal & beauty store -21% -5% -8% -25% -11% -11% -32% -25% -9% -3% -4% -5% -5% 
Home improvement 33% 38% 25% 19% 16% 16% 19% 19% 17% 11% 11% 11% 14% 
Retail ex auto -12% -1% 0% -7% 0% -2% -21% -17% -6% -3% -2% -1% -6% 
Total online retail 105% 96% 78% 50% 61% 67% 87% 101% 84% 78% 77% 73% 75% 
Total card spending -15% -1% -14% -33% -21% -17% -27% -24% -20% -18% -16% -16% -17% 
Source: BAC internal data; Note: > 100% decline reflects refunds. We advise taking a moving average to decipher the underlying trend.  Note: 5/1 pay day effects means consumes spend more as a result of getting their 
paychecks on April 30th. 

BofA Bull & Bear at 0 suggests a tactical Buy signal… 
Michael Hartnett believes that extreme bearish investor positioning (the Bull & Bear 
Indicator is still at 0.0), an ever-increasing mountain of cash near $5tn, and fiscal 
stimulus of $16tn makes a case for the SPX to climb higher than 3000. This year, he 
believes policy makers essentially force investors to buy stocks and bonds, banks to lend 
and corporate zombies to issue debt, and in the second half of this year he is calling for 
a positive surprise for EPS. Looking ahead to 2021, Hartnett predicts policy makers will 
demand payback via taxes and regulation. 
 
Chart 9: BofA Bull & Bear Indicator 

 

Source: BofA Global Investment Strategy 
The indicator identified above as the BofA Bull & Bear Indicator is intended to be an indicative metric only and may not be used for 
reference purposes or as a measure of performance for any financial instrument or contract, or otherwise relied upon by third parties for 
any other purpose, without the prior written consent of BofA Global Research. This indicator was not created to act as a benchmark. 
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… but history suggests we could see another pullback 
Our Equity Derivatives team highlights bear market rallies are incredibly common, but 
quick recoveries from high levels of stress are unprecedented. If history is a guide it 
would not be unlikely for the S&P to rally near 3000 before rolling over and returning to 
lows, given 1) the size of this shock, and 2) the fact it is coinciding with a recession. Ben 
Bowler believes equities are either betting on a record short recession (despite forecasts 
for near the worst in history), or on the Fed buying equities, believing fundamentals 
don’t matter. However, the Fed is far from buying equites and likely would only consider 
it if pressed by new lows. 

S&P 500 1Q earnings miss Street estimates by 8%  
Savita Subramanian tells us over 90% of the S&P 500 have now reported 1Q earnings. 
Bottom-up 1Q EPS ticked up to $33.53 from $33.13 (-14% y/y), as better results in 
Energy and Industrials offset continued misses in Financials and Discretionary. This is 
8% below analysts’ expectations at the start of April. Nearly 150 S&P 500 companies 
have suspended guidance amid uncertainty around COVID-19, half of which have been in 
Consumer Discretionary and Industrials. For those that issued or updated outlooks, our 
ratio of above- vs. below-consensus guidance is tracking just above 2009 levels. Also, 
tone on earnings calls is tracking the weakest since 2012. 
 
Chart 10: Estimates go vertical  
Revision to bottom-up consensus S&P 500 1Q EPS 

 
Source: FactSet, BofA US Equity & US Quant Strategy  
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Equity & Thematic Highlights 
5 Key Themes for a post-Covid World  
Alongside a global survey of BofA Global Research analysts covering 3,000 companies 
and spanning 25 sectors, Haim Israel lays out 5 key themes with $20tn market cap of 
stocks to navigate the world after the Great Lockdown: geopolitics & globalization, tech 
war, big government, ‘health is wealth’ and the new consumer. He sees themes 
turbocharged by coronavirus in this brave new world with structural tailwinds in the 
digital consumer, industrial real estate, healthcare, ESG, and technology but headwinds 
facing oil & gas energy, autos, sharing economy and commercial real estate. 
 
Exhibit 1: Life after Corona 5 themes 

 
Source: BofA Global Research 

US/China trade tensions set to impact Semis 
Well known US/China trade tensions have accelerated since COVID-19 outbreak, leading 
to the Dept. of Commerce’s recent action to broaden licensing requirements for US 
exports to firms with ties to China military or intelligence organizations. Vivek Arya 
expects semi volatility to be higher in coming weeks as the full impact of this new DoC 
rule is understood. He also thinks a likely consequence could be China reduces its 
reliance on US tech and instead tries to source chips domestically/from non-US firms. 
Still, China’s semi industry is far from ready to be self-reliant. The global race to 5G 
remains a key area of focus informing US treatment of Huawei. 

4 different scenarios for Consumer sectors in Covid-19 
Our US Consumer Discretionary teams break down four different scenarios for the 
evolving COVID-19 environment: Scenario 1: Discretionary retail and restaurants remain 
closed through the summer and into year-end (potential 2nd wave); 2: Re-opening of 
stores but with severe social distancing limits; 3: Re-opening but with a deep sustained 
recession; and 4: Return to “normalization” and consumer rebound. If we get re-opening 
with a deep sustained recession then we would prefer stocks that performed well in ’08-
’09 and may benefit from stimulus payments for low to middle income consumers. 
Under Scenarios 1, 2 and 3, Lorraine Hutchinson sees risk to mall-based retailers. 
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Food Basket Barometer: folks are cookin’ up a storm 
Bryan Spillane published a report tracking what and where households eat during Covid 
that leverages historical USDA data, BofA survey results and social media conversations 
to analyze food and beverage consumption trends. 59% of survey respondents said that 
economic pressures will impact their decision to eat out and 44% of said they have tried 
new products at home since quarantine, with 81% indicating they would purchase again. 
Overall, he expects at home consumption will remain elevated which is negative for 
companies with foodservice exposure. 

Chart 11: Cooking interest up 100% in April 

 
Source: Social Standards 

Homeowners are staying home and fixing it up 
Home improvement has proven to be the most resilient category of hardline retail 
throughout the spread of COVID-19. In fact, Liz Suzuki mentions it’s the only Hardlines 
category that grew YoY in March and stayed strong through April according to our BAC 
credit and debit card data. A recent survey of hardware stores showed a shift in traffic 
from professionals to do-it-yourself (DIY) shoppers, with 35% of stores saying DIYers 
are now their primary customers (previously 19%). We believe that while online-only 
brands are benefitting, traditional brick & mortar retailers are also taking market share 
as their digital penetration is accelerating, but the stocks don’t reflect this shift.  

Chart 12: What was the composition of your customer base over the last 
two weeks (late March to early April 2020)? 

 
Source: BofA Global Research, n=105 

 

0%

1%

2%

3%

4%

5%

6%

7%

8%

0

500,000

1,000,000

1,500,000

2,000,000

2,500,000

Post volume Share of Food & Beverage conversations

Mostly 
professionals, 

20% 

An even mix of 
pros and 

DIYers, 39% 

Mostly DIYers, 
35% 

Our store is 
closed, 6% 

http://research1.ml.com/C?q=HZ25Jkr3U1atytkLF9mGrA
http://research1.ml.com/C?q=E!fDKm0m35rGPKN-DrQ0Lg


 

 The RIC Report | 12 May 2020    11 
 

 

An investor’s guide to SMID-cap Health Care 
Although valuations are stretched versus both history and large cap biopharma, SMID 
cap healthcare ranks well across a variety of metrics in momentum, earnings revisions, 
analyst sentiment, and active fund positioning (particularly Biotech). COVID-19 has been 
negative for Medical Devices and Facilities, but positive for Life Sciences, Healthcare IT 
and Distribution. Healthcare companies account for 22% of the Russell small cap index 
(50% more than large caps) and 35% of Russell small cap growth index (more than 
double large caps). In contrast, SMID-cap healthcare represents only 5% of the Russell 
value index whereas large cap has climbed to 16%. 

Mobile grocery shopping app downloads continue to surge 
While online grocery penetration in the US has slowly trended upwards over the last few 
years, Robby Ohmes believes COVID-19 has driven acceleration in customer adoption 
with penetration climbing to 11%. We think this supports both near term share gains as 
well as long term benefits for online/omni-channel players, especially given that baskets 
tend to be larger & digital engagement drives frequency. Also, there was a surge in 
downloads for mobile grocery shopping apps in March (+119% y/y), which accelerated 
further in April (+181% y/y) based on aggregate worldwide downloads for retailer-
specific grocery shopping apps as well as multi-retailer same-day delivery providers. 
 
Chart 13: Daily spending at grocery stores, based on BAC aggregated 
card data (index, Jan 1st 2020 =1) 

 
Source: BAC internal data  

 

 Chart 14: Daily spending at online grocery stores, based on BAC 
aggregated card data (index, Jan 1st 2020 =1) 

 
Source: BAC internal data; Online groceries capture all groceries purchased online from supermarkets  

 

A faster provision cycle matters for Bank stocks 
A faster provision cycle could mean faster recovery for stocks, even if banks go through 
a “double bottom,” as they have in the previous three recessions. Erika Najarian explains 
how in the financial crisis, bank stocks bottomed in 1Q09, one quarter after provisions 
peaked in 4Q08. If provision costs peak in 2Q20, or have already peaked in 1Q20, bank 
stocks could be at or near their “second bottom.” While there remains significant 
uncertainty over the severity and duration of the recession, as well as the impact of 
substantial stimulus, bank stocks could recover well ahead of peak losses. 
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BofA Global Research house view 
In this section we present the near-term outlook of our macro & market strategists 
across key regions and asset classes. The table below summarizes the key calls and 
arguments from our analysts, and the table on the next page contrasts our latest 
forecasts with the market consensus. 

Table 3: Asset allocation outlook 

  
Core view 

(3-6 months)  Rationale 
Investment Strategy  Bullish   

    
Michael Hartnett believes investor positioning (Bull & Bear Indicator at 0), a mountain of cash (nearly $5tn) and fiscal stimulus 
($16tn) makes a case for >3000 SPX. In 2020, he believes policy makers force investors to buy, banks to lend and corporate 
zombies to issue debt, with a positive surprise in 2H for EPS. In 2021, policy makers will demand payback via taxes & regulation. 

Economics  Bearish   

    
Ethan Harris expects a “U-shaped” recovery in the global economy despite recent steps towards re-opening. Even as supply 
comes back online, demand will remain weak and services will be impaired by self-imposed social distancing. We have cut 2020 
global growth forecast to -3.1%, which is considerably worse than the 2008-09 recession. 

Rates & FX  Neutral   

    
David Woo explains the Fed has expanded its balance sheet significantly to fight the coronavirus-driven economic contraction 
and associated deflation. Large-scale monetary easing has pushed down vols in financial but not in real assets. As central banks 
expand their balance sheet to absorb rising debt issuance, gold prices could rise sharply to keep governments in check. 

Region Ticker Core view 
(3-6 months)  Rationale 

Equities MXWD Bullish    
North America MXNA Neutral 

 
BofA’s S&P 500 target for YE 2020 is now 2600 and 2020E EPS is $115. Savita Subramanian tells us over 90% of S&P 500 have 
reported 1Q earnings and nearly 150 (30% of S&P) have suspended guidance, over 85 have suspended buybacks & nearly 45 
have cut dividends. Tone on earnings calls is weakest since 2012. OW: Health Care, Staples, Utilities, Financials, and Industrials. 

Eurozone MXEM Bullish 
 
Sebastian Raedler remains positive on European equities, as the Euro area PMI reached an all-time low. He expects the PMI to 
rise over the coming months as containment measures are gradually eased, reaching a level above 50 by mid-Q3, which would 
be consistent with 20% further upside for European equities. 

UK MXGB Bullish  Manish Kabra is overweight high Quality and Commodities in UK equities. He prefers both in current backdrop of weak and 
worsening earnings cycle (high Quality) and as a hedge for short term rallies (UK Mining stocks w/ healthy B/S). 

Japan MXJP Neutral 
 
Shusuke Yamada believes Japan equities are heading for an earnings recession due to the COVID-19 outbreak and the 
government’s policy response risking being too little too late. He expects Japan equities to lag any potential rebound in risk 
assets. 

Pacific Rim MXPCJ Bullish 
 

Ajay Kapur is bullish on Asia/EM equities as the risk-reward is favorable for the asset class. With investor sentiment languishing 
at washed out levels, COVID-19 new cases curves flatten across the world, an estimated USD14tn policy bazooka this year 
(USD7tn fiscal stimuli and USD7tn of central bank balance sheet expansion) should continue to thrust under-owned Asian/EM 
equities higher, absent a resurgence of new cases. OW: China/HK, Singapore, Japan; UW: Malaysia, Thailand 

EM Equities MXEF Bullish  In EM Ajay Kapur is OW: Brazil, China, Russia; UW: Malaysia, Thailand, South Africa. 
Fixed Income GFIM Neutral    
Government W0G1 Bearish  Ralf Preusser expects US 10y is likely to trade in a 50-80 bp range whilst the market prices in Fed Funds rate at zero. He 

maintains a bullish bias globally and believes it is too early to fade the rally in rates, including in EUR. 
Investment Grade G0LC Bullish  Hans Mikkelsen remains overweight given the Fed’s backstop via PMCCF and SMCCF and moderating net downgrade volumes. 

We expect spreads on the C0A0 index to tighten to 200bps in the near term and 150bps by yearend as the economy rebounds. 
High Yield HW00 Bearish  Oleg Melentyev expects spreads to widen from here. He reiterates his 9% default rate forecast, which implies a 950bps fair value 

OAS. 
EM debt IM00 Bearish 

 
Jane Brauer is cautious due to fiscal deterioration, downgrades, and higher issuance needs. Particularly cautious on high yield 
and commodity exporters. On Corporate Debt, Anne Milne believes IG names and top-tier companies in their respective sectors 
of HY offer the safest investment option at the moment 

Securitized Products G0LL Neutral  Chris Flanagan continues to think SP credits are cheap to comparable corporates. Higher yielding sectors such as mezzanine 
CLOs and CMBS have room to tighten but the potential is limited and the process likely will be slow, similar for Agency MBS. 

Commodities MLCXTR Neutral    
Energy MLCXENTR Bearish  Francisco Blanch projects Brent to average $37/bbl, and WTI to average $32/bbl in 2020, and $45/bbl and $42/bbl in 2021 

respectively. 
Industrial Metals MLCXIMTR Neutral  Michael Widmer sees early signs that the Covid-19 is peaking globally. Metals supply has been increasingly affected by the 

lockdowns, so the unfolding economic recovery should push prices higher into 2H. 
Precious Metals MLCXPMTR Bullish  Michael Widmer believes that large fiscal stimulus’ are backstopped by central banks, whose balance sheets should continue to 

expand. This, and financial repressions, should push gold higher, with a risk that prices spike to $3000/oz. 
Cash G0B1 Bullish    
Source: BofA Global Research 

 

http://research1.ml.com/C?q=F1wBBIQai!wJSFnzv45Jcg
http://research1.ml.com/C?q=RWTK8cAuH49fuP7535BMcQ
http://research1.ml.com/C?q=xqFgM-OTec8JSFnzv45Jcg
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Table 4: BofA Year-end 2020 Forecasts vs. Consensus 

 
Source: BofA Global Research, Bloomberg, Datastream; FX, rates, equities and commodities data as of 5/11/2020; GDP data as of 3/31/20 for US Euro Area and China and as of 12/31/2019 for Japan and the UK;  CPI data as 
of 3/31/2020 for the US, the Euro Area, Japan and China and as of 2/29/2020 for the UK; SPX consensus forecast as of 4/15/2020; SPX EPS consensus forecast as of 05/7/2020 

  

FX Latest Value BofA Consensus 3 year range High/Low Rates Latest Value BofA Consensus 3 year range High/Low

EUR-USD 1.08 1.05 1.12
1.24
1.09

US 10-y ear 0.71 1.25 0.9
3.14
0.64

USD-JPY 108 103 107.5
114
106

Germany  10-y ear -0.51 -0.20 -0.37
0.70
-0.70

EUR-JPY 116 108 119
136
117

Japan 10-y ear 0.01 -0.10 -0.05
0.13
-0.27

GBP-USD 1.23 1.21 1.25
1.42
1.22

UK 10-y ear 0.27 0.40 0.48
1.57
0.23

USD-CNY 7.10 6.95 7
7.16
6.28

China 10-y ear 2.65 3.00 2.44
3.92
2.52

Equities Latest Value BofA Consensus 3 year range High/Low Commodities Latest Value BofA Consensus 3 year range High/Low

S&P 500 2,930 2,600 2,960
3231
2384

WTI Crude - $/bbl 24 32 40
74
19

2020 EPS 129 115 127
172
128

Brent Crude - 
$/bbl

30 37 43
83
23

Stox x  600 340 420 387
416
320

Gold $/oz 1,619 1,696 1,633
1687
1191

FTSE 100 5,940 6845
7749
5672

Nikkei 225 20,391 23,658
24120
18917

GDP growth Latest Value BofA Consensus High/Low CPI inflation Latest Value BofA Consensus High/Low

US -4.8 -5.64 -4.5
3.5
-4.8

US 1.5 0.7 1.0
2.9
1.5

Euro area -3.3 -7.6 -6.4
3.0
-3.3

Euro area 0.4 0.3 -6.4
2.3
0.4

Japan -0.7 -3.98 -4.5
2.5
-0.7

Japan 0.2 -0.4 -4.5
1.5
-0.1

UK 0.0 -7.4 -6.1
0.7
-0.2

UK 1.5 0.8 -6.1
3.1
1.3

China -6.8 1.15 1.8
7.0
-6.8

China 3.3 2.3 3.2
5.4
1.2

Equities and Commodities

GDP and CPI Inflation

FX and Rates
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BofA US equity sector views 
Table 5: BofA US Equity Strategy sector views (with bull case/bear case)   

Sector 

Weight 
in S&P 

500 
BofA 
View Bull case Bear case 

Health Care 14.6% OW 
Medicare for All regulation risk has subsided 
One of the least expensive defensive sectors; cheap vs. history  
Has outperformed in all of the last six bear markets 

Leverage near all-time highs 
Wage inflation could hurt labor-intensive Providers & Services companies 
  

Utilities 3.7% OW 
US / domestic focused (limited trade, coronavirus, or geopolitical risks) 
Dividend yield higher than 10-yr Tsy yield  
Defensive hedge - historically outperforms in volatile and bear markets 

Most expensive sector vs. history on fwd P/E 
Rising crowding risk: active funds have increased positioning 
Pure yield play: Ultra-Long bond issuance 

Consumer 
Staples 7.7% OW 

High quality (hedge against volatility): highest proportion of B+ or better 
stocks by S&P Quality Rank, above-market ROE and ROA 

Defensive hedge: historically outperforms in bear markets  
Record underweight positioning by active funds 

Underperforms in a risk-on rally 
Record leverage ratio (net debt/EBITDA) 
Hurt by a stronger dollar and a pick-up in inflation 
Expensive when including debt (EV/EBITDA) and on growth (PEG) 

Financials 11.7% OW 

US  / domestic focused 
Peak regulatory risk 
Healthier balance sheets vs. 2007 
Highest shareholder yield of all 11 sectors 

Lower for longer rate environment  
Economic impact from coronavirus turns into a credit crunch  
Show Me: investors need to see how well earnings hold up during the next 

recession 

Industrials 8.7% OW 

Closet quality: second highest quality sector after Staples. 
Heterogeneous (contains both defensive industries and ultra-cyclical 
industries) 
Record-low LTG = contrarian bullish signal 
Investors want increased capex more than reduced debt/improved 
balance sheet 

Coronavirus impact on global economy/supply chains (BofA Industrial 
Momentum Indicator took a step back in Feb. driven by inputs from China) 
Trade tensions worsen post-election 
Capex slowing 
Labor-intensive; margins at risk from tight labor market/rising wages 

Real Estate 3.2%  MW 

Benefits when rates are falling 
Domestic, sheltered from trade and global supply chain disruptions 
Cloud theme beneficiary 
Has defensive qualities: healthy distribution coverage heading into any 
slowdown 

Dividend growth has slowed 
Crowded vs. history – relative weight in fund holdings at record highs– and 
loved by sell side 
More cyclical than other bond-proxies/defensives 

Communicati
on Services 10.5% MW 

Sector offers both growth and yield 
Tech companies within the group are more cyclical (based on GDP beta) 
vs. Tech sector 
Election cycle ad-spending benefits media; entertainment benefits from 
staying indoors due to the coronavirus 

Headwind from reduced advertising from travel & leisure if coronavirus impact 
curtails spending 
Most crowded sector by active funds 
Low short interest 
Regulatory risk due to privacy/data concerns 

Technology 24.3% MW 

Secular growth themes: cloud, robotics, A.I. 
Clean balance sheets – lowest leverage of all sectors 
Security could benefit from geopolitics 
Ranks #1 in our Momentum and Value framework 

Risks from slowing global growth, high exposure to China, direct exposure to 
Huawei (Semis), and global supply chain disruption from coronavirus 
Globalization to localization poses a threat, particularly to Semis 
Trade war turning into tech war post-election 
National security, monopoly and other regulatory risks 

Consumer 
Discretionary 9.8% MW 

Higher than normal savings rates and healthy financial obligation ratio 
A dovish Fed encourages consumers to save less, and to borrow and 
spend more; retail sales and consumer confidence remain solid 
Record low rates also a boost to housing/borrowing 

Coronavirus impact on global economy/supply chains in China 
Luxury and other retailers at risk from slowing Chinese and global tourism 

spend 
Risk if consumer spending deteriorates and supply chain disruptions continue 

Energy 3.3%  UW 

Valuations are cheap vs. history on Price to Book, Price to Operating 
Cash Flow and forward P/E 
Geopolitical shocks generally favor oil 

Amid the coronavirus and OPEC+ fallout, our commodities team cut their 2020 
Brent/WTI crude oil forecast to $45/$41 per barrel (avg). 

Secular risk to supply/demand dynamics from next generation solutions 
(energy efficiency/ rise of electric vehicles) 

Materials 2.5% UW 

Hedge against inflation (most correlated with changes in our BofA 
Inflation Composite) 
Most exposed to China: a potential trade deal or fiscal stimulus following 

the coronavirus outbreak will likely drive earnings higher 

China exposure poses a risk if coronavirus continues to weight on consumer 
and business sentiment and economic activity 
Our analysts see 'Steelmageddon’, warning of a looming U.S. steel glut and 
subsequent price war 
Weak earnings – only 26% of companies beat on both sales and EPS in 4Q – 
the third lowest among sectors 

Note OW=Overweight, MW=Marketweight, UW=Underweight. Weights in S&P 500 as of 3/5/20 may not add to 100% due to rounding.  
Source: BofA US Equity & Quant Strategy 
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Global cross-asset returns 
April 2020 Review 
• In April, stock indices around the world reversed trend from the previous month, 

with the MSCI All Country World index up double digits, +10.8%. The NASDAQ 
Composite performed the best up 15.5%, while the Hang Seng was the laggard, 
returning 4.1%. 

• During April, small-cap stocks outperformed large-cap stocks with the Russell 2000 
up 13.7% and the S&P 500 up 12.8%. Growth outperformed Value in the Russell 
1000 by 360 bps during April.   

• Energy was the best sector in April up 29.8% and Utilities was the worst, returning 
3.2%.  

• Overall, bond returns were mostly up in April, with Preferreds up the most at 8.6% 
and Munis the worst performer in the group, returning -1.5%. 

• Gold was up 6.1% in the month, while WTI Crude Oil was down -8.0%. 

Table 6: Equity indexes – total return (%) 
 As of 30 April 2020 

Asset class 1mo 3mo 12mo YTD 3yr2 5yr2 10yr2 
Equity Indices (%, US dollar terms) 
S&P 500 12.8 -9.3 0.9 -9.3 9.0 9.1 11.7 
Dow Jones Industrial 
Avg. 11.2 -13.3 -6.2 -14.1 7.7 9.1 11.0 
NASDAQ Comp 15.5 -2.6 11.0 -0.6 14.9 13.7 15.0 
MSCI All Country 
World 10.8 -11.8 -4.4 -12.8 5.0 4.9 7.5 
FTSE 100 5.4 -21.9 -20.1 -24.9 -3.4 -3.2 2.5 
DJ Euro Stoxx 50  5.0 -20.3 -16.8 -23.4 -3.7 -2.1 1.4 
MSCI EAFE  6.5 -15.9 -10.9 -17.7 -0.1 0.3 4.0 
TOPIX  5.2 -10.8 -3.1 -12.3 2.3 2.9 5.0 
Hang Seng  4.1 -6.0 -13.2 -12.0 3.7 0.9 5.2 
MSCI Emerging 
Markets  9.2 -12.5 -11.7 -16.6 0.9 0.3 1.8 
        
Size & Style (%, US dollar terms) 
Russell 1000 13.2 -9.8 0.1 -9.7 8.7 8.7 11.6 
Russell 1000 Growth 14.8 -3.5 10.8 -1.4 15.7 13.3 14.4 
Russell 1000 Value 11.2 -16.7 -11.0 -18.5 1.4 3.9 8.5 
Russell Midcap 14.4 -15.9 -10.0 -16.6 3.5 4.8 9.8 
Russell Midcap 
Growth 15.7 -8.4 0.2 -7.5 11.3 8.9 12.2 
Russell Midcap Value 13.4 -21.1 -16.7 -22.6 -2.0 2.0 8.1 
Russell 2000 13.7 -18.5 -16.4 -21.1 -0.8 2.9 7.7 
Russell 2000 Growth 14.9 -13.8 -9.2 -14.7 4.2 5.2 10.0 
Russell 2000 Value 12.3 -23.6 -23.8 -27.7 -6.1 0.3 5.3 
        
S&P 500 Sectors (%, US dollar terms) 
Consumer 
Discretionary 20.5 -3.3 1.8 -2.7 11.6 11.5 15.0 
Consumer Staples 6.9 -7.1 3.6 -6.8 4.8 6.8 10.9 
Energy 29.8 -27.7 -38.3 -35.7 -13.7 -10.8 -1.6 
Financials 9.6 -23.4 -16.7 -25.4 1.0 5.2 7.7 
Health Care 12.6 1.1 14.5 -1.6 12.0 8.9 14.6 
Industrials 8.7 -20.3 -15.9 -20.7 0.4 4.7 9.1 
Information 
Technology 13.8 -3.6 18.1 0.2 21.8 19.6 17.1 
Materials 15.3 -9.2 -7.2 -14.8 1.5 2.9 7.0 
Real Estate 9.5 -12.8 -2.5 -11.6 6.1 6.3 10.3 
Telecom Services 13.8 -6.3 3.3 -5.5 5.3 5.2 9.5 
Utilities 3.2 -16.3 0.8 -10.7 7.1 9.1 10.7 
Notes: * Performance is gross of foreign dividend withholding taxes, 2 3yr, 5yr, and 10yr returns are 

annualized 

Source: BofA Global Research, S&P, MSCI, Bloomberg 

 

 Table 7: Bond/currency/commodity/hedge fund indexes–total return (%) 
 As of 30 April 2020 

Asset class 1mo 3mo 12mo YTD 3yr2 5yr2 10yr2 
BofA Global Research Bond Indices (%, US dollar terms) 
2-Year Treasury 0.0 2.3 5.2 2.8 2.6 1.7 1.3 
5-Year Treasury 0.2 4.9 11.1 6.9 4.6 3.0 3.3 
10-Year Treasury 0.7 8.7 19.8 12.7 7.1 4.4 5.1 
30-Year Treasury 2.0 18.4 45.2 28.3 15.5 8.9 9.5 
US Broad Market Index 1.8 2.9 10.9 5.0 5.2 3.8 4.0 
TIPS 2.9 2.7 10.1 5.0 4.5 3.2 3.7 
Municipals* -1.5 -3.9 1.9 -2.2 3.2 3.0 4.0 
US Corporate Bonds 5.3 -1.3 9.3 1.0 5.4 4.4 5.2 
US High Yield Bonds 3.8 -9.8 -5.3 -9.8 1.4 3.2 5.7 
Emerging Mkt Corp Bonds 3.2 -6.7 0.7 -5.4 2.7 3.6 4.8 
Emerging Mkt Sov Bonds 1.2 -11.4 -4.1 -10.4 0.6 2.4 4.4 
Preferreds 8.6 -4.6 3.2 -3.5 4.2 5.1 6.5 
Foreign exchange rates 
US Dollar Index 0.0 1.7 1.6 2.7 0.0 0.9 1.9 
GBP/USD 1.4 -4.6 -3.4 -5.0 -0.9 -3.9 -1.9 
EUR/USD -0.7 -1.2 -2.3 -2.3 0.2 -0.5 -1.9 
USD/JPY -0.3 -1.1 -3.8 -1.3 -1.3 -2.1 1.3 
Commodities** (%, US dollar terms) 
CRB Index -3.8 -31.2 -36.4 -36.9 -13.6 -12.6 -8.3 
Gold 6.1 6.3 28.3 10.4 8.3 6.2 - 
WTI Crude Oil -8.0 -63.5 -70.5 -69.1 -27.4 -20.6 -14.1 
Brent Crude Oil 11.1 -56.6 -65.3 -61.7 -21.2 -17.7 -11.7 
Alternative Investments† (%, US dollar terms) 
Hedge Fund - CS Tremont¹ -7.3 -9.0 -4.3 -9.0 0.4 0.2 3.0 
Hedge Fund - HFRI Fund of 
Funds¹ -7.3 -8.4 -5.1 -8.4 0.1 0.1 1.8 
Notes: *Not tax adjusted.. ¹Data lagged by one month; 2 3yr, 5yr, and 10yr returns are annualized; CS 
AUM-weighted, HFRI equal-weighted; †AI data not comparable to other asset classes because of 

reporting delays, lack of standardized reporting, and survivorship and self-selection biases. Crude oil 

prices are spot USD. 
Source: BofA Global Research, S&P, MSCI, Bloomberg, FactSet, BofA Bond Indices (US Treasury Current 

10yr, Current 2yr, Inflation-Linked; Muni Master, US Corp Master, US HY Master II, EM Corp Plus Index; 

EM External Debt Sovereign Index; US Preferred Stock Index). 
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Disclosures 
Important Disclosures  
                                                                  

 
. 

       
 
Due to the nature of strategic analysis, the issuers or securities recommended or discussed in this report are not continuously followed. Accordingly,  investors must regard this report as 
providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or securities. 
BofA Global Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America 
Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall 
profitability of the Bank’s sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible.  
 

Other Important Disclosures 
Prices are indicative and for information purposes only. Except as otherwise stated in the report, for the purpose of any recommendation in relation to: (i) an equity security, the price referenced 
is the publicly traded price of the security as of close of business on the day prior to the date of the report or, if the report is published during intraday trading, the price referenced is indicative 
of the traded price as of the date and time of the report; or (ii) a debt security (including equity preferred and CDS), prices are indicative as of the date and time of the report and are from various 
sources including BofA Securities trading desks. 
The date and time of completion of the production of any recommendation in this report shall be the date and time of dissemination of this report as recorded in the report timestamp. 
 
This report may refer to fixed income securities or other financial instruments that may not be offered or sold in one or more states or jurisdictions, or to certain categories of investors, 
including retail investors. Readers of this report are advised that any discussion, recommendation or other mention of such instruments is not a solicitation or offer to transact in such 
instruments. Investors should contact their BofA Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor for information relating to such instruments. 
Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before considering information in this report in connection 
with any investment decision, or for a necessary explanation of its contents. 
Officers of BofAS or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments. 
BofA Global Research policies relating to conflicts of interest are described at https://rsch.baml.com/coi 
"BofA Securities" includes BofA Securities, Inc. ("BofAS") and its affiliates. Investors should contact their BofA Securities representative or Merrill Global Wealth Management 
financial advisor if they have questions concerning this report or concerning the appropriateness of any investment idea described herein for such investor. "BofA Securities" is a 
global brand for BofA Global Research. 
Information relating to Non-US affiliates of BofA Securities and Distribution of Affiliate Research Reports: 
BofAS and/or Merrill Lynch, Pierce, Fenner & Smith ("MLPF&S") may in the future distribute, information of the following non-US affiliates in the US (short name: legal name, regulator): Merrill 
Lynch (South Africa): Merrill Lynch South Africa (Pty) Ltd., regulated by The Financial Service Board; MLI (UK): Merrill Lynch International, regulated by the Financial Conduct Authority (FCA) and 
the Prudential Regulation Authority (PRA); BofASE (France): BofA Securities Europe SA is authorized by the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and regulated by the ACPR 
and the Autorité des Marchés Financiers (AMF); BAMLI DAC (Milan): Bank of America Merrill Lynch International DAC, Milan Branch, regulated by the Bank of Italy, the European Central Bank 
(ECB) and the Central Bank of Ireland (CBI); BAMLI DAC (Frankfurt): Bank of America Merrill Lynch International DAC, Frankfurt Branch regulated by BaFin, the ECB and the CBI; Merrill Lynch 
(Australia): Merrill Lynch Equities (Australia) Limited, regulated by the Australian Securities and Investments Commission; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited, 
regulated by the Hong Kong Securities and Futures Commission (HKSFC); Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd, regulated by the Monetary Authority of Singapore (MAS); 
Merrill Lynch (Canada): Merrill Lynch Canada Inc, regulated by the Investment Industry Regulatory Organization of Canada; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa, 
regulated by the Comisión Nacional Bancaria y de Valores; Merrill Lynch (Argentina): Merrill Lynch Argentina SA, regulated by Comisión Nacional de Valores; Merrill Lynch (Japan): Merrill Lynch 
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